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TUESDAY, KAY 4, 1020. 

United States Senate, 
Subcommittee on Manufaotubes, 

WdsJiingtoUj D, C. 

The subcommittee met pursuant to adjourmnent at 10 a. m., at 
the committee room, Capitol, Senator James A. Reed presiding. ^ 

Present: Senators Reed (chairman), McNary, and Walsh of Massa- 
chusetts. 

The Chairman. Gentlemen, the committee has determined that it 
will hear the representatives of these brokerage estabUshmjents in 
executive session. We have called for certain contracts and state- 
ments from them which after we get them the committee may be of 
' he opinion it would not be fair to disclose to their competitors. It 
.nay be it will transpire that we will conclude that they belong to the 
public, but for the sake of protecting men in what are proper trade 
ecrets, we have concluded to take that course at present until we 
iiear the evidence. 

The committee is going to adjourn into the next room. You can 
all wait here and we will* reach you as fast as we can. 

We want to hear first the representative of the 6 *^f eara Co. Is he 
present ? 

Mr. Walsh. Right here, sir. 

(Whereupon the committee retired into the adjoining room, and; 
the hearing proceeded in executive session.) » 1 

EXECUTIVE SESSION. 

The committee resumed its hearing in executive session. 

STATEMENT OF MB. J. E. WALSH, JB. 

(The witness was duly sworn.) 

The Chaibman. State your full name. 

Mr. Walsh. John E. Walsh, jr. 

The Chairman. And your residence ? 

Mr. Walsh. Brooklyn, N. Y. 

The Chairman. What is your business? 

Mr. Walsh. Salesman for the Maurice O'Meara Co., officially des- 
ignated by them to represent them in this investigation. » 

The Chairman. Do you have anything to do with the manage- 
ment of the business except as a salesman ? 

Mr. Walsh. Nothing except in so far as the sale of newsprint i^ 
concerned, and' in view of the special features connected with it I 
have been appointed to take full charge of it during the last six to 
eight months. 

3 



4 NEWSPRINT PAPER INDUSTJIY. 

The Chairman. Have you had charge of purchases as well as of 
sales ? 

Mr. Walsh. I have purchased as well as sold a great deal of the 
paper, but in some cases I have not purchased all ofit. 

The Chairman. Who is the president of the company ? 

Mr. Walsh. Maurice O'Meara. 

The Chairman. Who is the vice president ? 

Mr. Walsh. William O'Meara; he is vice president and treasurer. 

The Chairman. Who is the general manager ? 

Mr. Walsh. Mr. Elwin Walker is assistant treasurer and general 
manager. 

The Chairman. Where is the company located ? 

Mr. Walsh. 450 Pearl Street; New York City. 

The Chairman. Is it a corporation or a copartnership ? 

Mr. Walsh. To the best of my imderstandmg it is a copartnership. 
It may seem peculiar for me to be ignorant oi that fact, but it has 
more or less been a matter of personal business with the house, the 
way they have been constituted; and I have never taken the trouble 
to look them up. 

The Chairman. You do not know, then, what their capital is ? 

Mr. Walsh. I know at one time they were capitalized for half a 
million dollars. I heard recently that they were going to increase 
their capitalization to a million dfoUars. 

The (JHAIRMAN. To a million ? 

Mr. Walsh. To a million dollars. 

The Chairman. You understand it is a corporation, don't you ? 

Mr. Walsh. I do; but it has not always been a corporation. 

The Chairman. You xmderstand it is a corporation now ? 

Mr. Walsh. Yes, I do understand so. 

The Chairman. You do not know where its articles are filed ? 

Mr. Walsh. I do not know. 

The Chairman. Because you are not certain it has articles ? 
j * Mr. Walsh. That is it. 

The Chairman. How long have you been connected with the 
company ? 

Mr. Walsh. From 1915 to 1916 I was in their employ as a clerk — 
that is, December of 1915; from December, 1916, to June, 1917, I 
was in their employ as a salesman. From then imtil April, 1919, I 
was away in service; and from that date until the present time I 
have been once more employed by them as a salesman. 

The Chairman. What period were you away ? 

Mr. Walsh. From June, 1917 to April, 1919. 

The Chairman. Then you have been away during a large part of 
the time that we want to cover by this investigation. 

Mr. Walsh. I know, but I have been here in this country and 
handled most of the print sales during the time which is the most 
crucial period with wnich this investigation is concerned, and that 
dates back from July 1919 to the present date. That is where most 
of the damage has taken place. 

The Chairman. Have you had general charge of the purchases ? 

Mr. Walsh. The house is peculiarly situated, I will admit. It 
might be necessary for me to add a little bit of house history to explain 
the reason for it. 
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We work on a fiftv-fifty basis. Half of the commission goes to 
the salesmen and haft of the commission goes to the house. I do 
not believe you have ever heard of such an arrangement before, but 
it brings to them the best there is. in the city. On that account the 
salesman is called upon to perform certain duties that salesmen on a 
salary and commission basis are not asked to do. 

For that reason I have been obliged to make at least 90 per cent 
of my purchases of newsprint paper before I have been able to sell it. 
. Senator Walsh of Massachusetts. For whom? 

Mr. Walsh. For the house. 

Senator Walsh of Massachusetts. From whom? 

Mr. Walsh. Certain of these mills, but never in any case from any 
mill that had contract business. For instance, the International, 
the Great Northern, the Remington. 

The Chairman. We asked you to ' bring a statement of your 
purchases and sales. 

Mr. Walsh. I beg your pardon. It was physically impossible. 

The Chairman. We asked you for a statement of purchases and 
sales of the O'Meara Co. 

Mr. Walsh. I was served with the summons on Saturday, or rather 
Mr. O^Meara was served with a summons on Saturday at 11 o'clock. 
We clqged at 12 noon. They designated me, at 11.15 to get the 
material together and come down here Monday. I wired Senator 
Walsh Saturday afternoon that I would appear .Monday morning, 
but it was impossible for me to produce a single record, because what 
you asked for is away back to 1918, something with which I am not 
familiar. 

Senator Walsh of Massachusetts. We asked also for contracts 
made by your company with manufacturers in 1920, the present year. 

Mr. Walsh. I understand. 

Senator Walsh of Massachusetts. Have there not been any 
contracts made since January, 1920 ? 

Mr. Walsh. There are no such things as contracts that we have 
made, as they are ordinarily understood. It is simply buy and sell. 

Senator Walsh of Massachusetts. That is a contract. 

Mr. Walsh. I mean to explain it in this fashion, that in so far as 
the custom of the paper business is concerned, when we speak of 
contract paper we have in mind long-term business; you understand, 
business that is entered into for a term of a year or six months. And 
when we speak of spot market paper, it is oi course in the nature of a 
business contract. 

Senator Walsh of Massachusetts. When is the last paper you 
bought? What is the date of the last time you bought any paper 
from any manufacturer? 

Mr. Walsh. Saturday. 

Senator Walsh of Massachusetts. Last Saturday? 

Mr. Walsh. Yes, sir. 

Senator Walsh of Massachusetts. From whom did you buy on 
Saturday' ? 

Mr. Walsh. We bought from upstate. 

Senator Walsh of Massachusetts. What is the name of the mill? 

Mr. Walsh. The Racquet River Paper Co. 

Senator Walsh of Massachusetts. How much did you buy ? 

Mr. Walsh. A single car. 
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Senator Walsh of Massachusetts. What is the price the mill 
chargedyou ? 

Mr. Walsh. 14 cents, mill. 

Senator Walsh of Massachusetts. 14 cents was what the mill 
charged you ? 

Mr. Walsh. Yes. 

Senator Walsh of Massachusetts. What are you going to sell that 
car for ? 

Mr. Walsh. I have sold it for 14^. 

Senator Walsh of Massachusetts. 14f cents ? 

Mr. Walsh. Yes, sir. 

Senator Walsh of Massachusetts. What was the total value of the 
car? 

Mr. Walsh. You can easily estimate it. A car according to the 
standard usually approximates 25 tons. 14 cents a pound times two 
will give you the rate per ton, and 25 times that will give you the 
value of the car, approximately in the neighborhood of $7,500. 

Senator Walsh of Massachusetts. And you sold that for 14| cents 
per pound? 

Mr. Walsh. That is all; yes, sir. 

The Chairman. To whom ? 

Mr. Walsh. To the Olean Times Publishing Co., Olean, N. Y. If 
all our sales of newsprint were bunched together, they would show 
a net profit 

The Chairman. Never mind about that, now. Just answer the 
questions. What was the purchase before that, if you recall? 

Mr. Walsh. I can not recall without consulting the records. That 
is the last sale I have had anvthing to do with. 

The Chairman. What is the lowest price on the newsprint paper 
that you have purchased from any manufacturer since January 1, 
1920? 

Mr. Walsh. The lowest price since January 1 ? To the best of my 
knowledge, 9 cents. 

The Chairman. 9 cents ? 

Mr. Walsh. Yes, sir. 

The Chairman. From whom was this purchased? 

Mr. Walsh. The J. E. Hartje Paper Miinufacturing Co. 

Senator McNary. I want to revert to that last purchase you made 
at 14 1 cents. 

The Chairman. Purchased at 14 cents a pound and sold for 14f . 

Mr. Walsh. Correct. 

Senator McNary. Did you put up the money for your company 
to the manufacturer, or md you simply have an account with him 
and transfer to him the money you received from the newspaper 
dealer ? 

Mr. Walsh. I do not understand your question. 

Senator McNary. Was there a cash transaction between you and 
the manufacturer ? 

Mr. Walsh. No, sir. 

Senator McNary. So you did not put up any monev ? 

Mr. Walsh. We bought and sold this as we buy and sell anything. 

Senator McNary. That is what I want to know. You placed the 
order with the manufacturer ? 

Mr. Walsh. Yes. 
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Senator McNary. And then transferred the hability over to the 
newspaper, man ? 

Mr. Walsh. Yes. 

Senator Walsh. And the exchange of money was between the 
manufacturer and the newspaper man, and you simply acted in the 
capacity of an agent, transfefnng the product from one to the other ? 

Mr. Walsh. I want to say 

Senator McNary. Answer that please, first. 

Mr. Walsh. The manufacturer did not know where the paper was 
going. 

Senator McNary. I appreciate that, but that is not the question. 
You acted as an intermediary between the two, without assuming 
any financial responsibility ? 

Mr. Walsh. No, not on that understanding. Let me tell you just 
how the thing is handled. The Olean Times Publishing Co. advised 
us they wanted a lot of paper of certain sizes, certain specifications. 
'^We know where we can get it." ^^What is the price?" '^14f." 
They are not interested in knowing who makes it, where it comes 
from, or what the price to us. is. They are only interested in knowing 
about certain paper of a certain size lor certam delivery at a certain 
price. 

They accept the proposition to us. We in turn advise the mill 
from whom we know we can get the paper that w^e want certain 
specifications, a certain shipment. Then we go back to the cus- 
tomer and tell him such and such ^ 

Senator McNary. I appreciate that, and it is all unnecessary 
entirely. 

Mr. Walsh. There is no question of agency. I do not understand 
what you are trying to get at. I want to help, but I do not know 
what you are trying to get at. 

Senator McNary. If you went to the mill company and bought a 
car of paper for yoour own use, you would pay cash ? 

Mr. Walsh. No. 

Senator McNary. You would pay it sometime, eventually ? 
, Mr. Walsh. Yes. 

Senator McNary. You would assume the financial liability ? 

Mr. Walsh. Yes; we would assume the financial liability. 

Senator McNary. But in this case and other cases you assume no 
pecuniary liability ? 

Mr. Walsh. Yes, we do; until the customer pays us; we have all 
the liability. I can cite two instances, the Huntsville Daily Demo- 
crat, of Huntsville, Ala., and the Marietta Register-Leader, Marietta, 
Ohio, have failed to pay their accounts, which are six months overdue, 
and we have had to pay the mill. 

Senator McNary. I should not have said financial liability. Of 
course, there is a contractual liability there. But you do not advance 
the money of the company in payment of this paper; the money 
comes from the purchaser or the publisher to you and then to the 
manufacturer. So you have to pay no cash in a deal of this kind ? 

Mr. Walsh. Yes; we do. 

Senator McNary. I want to know. 

Mr. Walsh. I can not agree with you; I absolutely can not agree 
with you. 

Senator McNary. Tell me in plain language what you do ? 
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Mr. Walsh. We have to put up the cash. I can show jrou where 
we have been turned down in the bank for loans for buying paper 
•because of heavy drafts we have had to make for domestic contracts. 
Two banks have turned us down. 

Senator McNary. Take the last transaction. Did you give a check 
or a draft, or pay money to the manufacturer of this paper ? 

Mr. Walsh. Not yet. We will at the end of 30 days. 

Senator McNary. Won't that be money that has been transferred 
to you by the purchasers of the paper? 

Mr. Walsh. Possibly and possibly not. It all depends on when 
this man pays his bill. As I have cited, in the case of the Register- 
Leader, of Marietta, Ohio, and the Huntsville Democrat, of Hunts- 
ville, Ala., they have not paid their bill; the time has been over six 
months, and I do not expect to collect the accounts from those two 
people. 

Senator McNary. Ordinarily you have a sufficient spread in time 
so that the purchaser of the paper pays you, and that relieves you of 
the necessity of paying the manufacturer out of your own funds ? 

Mr. Walsh. It evens up. But to a lot of people we have got to 
give 45 days, and in the cftse of others, they settle in 10 days. So it 
evens up. 

From a business standpoint, with the newsprint at 14 cents, we do 
not want to see it, because it is forcing us out of business. In the last 
week I have sold two cars of paper. I wiU never get rich; neither 
will the house. And the house never will be able to keep its organi- 
zation going on a basis of two cars a week. 

The Chairman. As I understand this method of doing busines, as 
you describe it, it is this: You do not carry stock paper? 

Mr. Walsh. We do. 

The Chairman. Do you ? 

Mr. Walsh. Yes, sir. The newsprint is not our particular line. 

The Chairman. I mean newsprint paper. 

Mr. Walsh. Nothing, or very little. We carry a Uttle sheet stuflF, 
and a few rolls — ^not anything to speak of, though. 

The Chairman. But you advertise that you can sell newsprint* 
paper ? 

Mr. Walsh. Yes. 

The Chairman. And have it for sale and solicit it ? 

Mr. Walsh. Yes. 

The Chairman. You solicit orders from newspaper companies ? 

Mr. Walsh. Yes. 
. The Chairman. And from printers for your paper ? 

Mr. Walsh. Yes. 

The Chairman. You quote them prices, don't you? 

Mr. Walsh. We quote them prices subject to prior sale. 

The Chairman. In the meantime you have an arrangement with 
the paper factories by which they have agreed on or quoted you 
prices? 

Mr. Walsh. No; nothing firm; never anything firm. I will tell 
you how the thing works out. 

The Chairman. Just go at it in your own way. 

Mr. Walsh. I am goine to tell you frankly. 

The Chairman. And tell us exactly how you transact this business. 

Mr. Walsh. I am going to tell you. 
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The Chairman. Describe to us what are your arrangements with 
the mill ? 

Mr. Walsh. Yes; exactly, in full detail, and exactly how it all 
•comes about. 

A certain Chicago paper — I am not free to mention the name, 
because I don^t know dennitely; it is only hearsay, but I have heard 
it so many times from so many sources that I am prone to believe its 
truth — went around this country, and particularly in the East here 
last December, offering any price for a certain quantity of newsprint 
paper. This spring I once more heard the same report, only this time 
it was worse. They had given carte blanche to a local broker in 
New York City to buy them an extremely large quantity of newsprint 
s,t any price they were able to secure it. 

The Chairman. What paper was that ? 

Mr. Walsh. I am not free to say, because I have not definite 
information. 

The Chairman. What paper ? 

Mr. Walsh. It was one of the Chicago dailies. 

The Chairman. Which one ? 

Mr. Walsh. I don't know. 

The Chairman. You never heard ? 

Mr. Walsh. I have heard two or three names mentioned; there- 
fore it would not be fair for me to mention which it is. 

The Chairman. This is not testimony in a court. We are here 
trying to find out facts. 

Mr. Walsh. I can not accuse 

The Chairman. We are not asking you to accuse anybody. 

Mr. Walsh. I do not want to accuse anybody of doing something 
he has not done, and later jeopardize business interests. . 

Senator Walsh of Massachusetts. You can state it without it going 
into the record. 

Mr. Walsh. Exactly. 

(The remainder of the answer, by direction of the chairman, was 
not reported.) 

The Chairman. You said you heard three papers mentioned ? 

Mr. Walsh. I heard there were three Chicago papers, and I finally 
ran it down with the most emphasis to one. 

Senator Walsh of Massachusetts. Now, go ahead with your story. 

Mr. Walsh. Starting last fall, when this boom was on, I made visits 
to these mills up State and asked them if they would run newsprint 
paper for me; that I had received letters. I sent out one bulletin in 
March, one out April 6, one out April 24, and one on April 28. 

Senator McNary. I have one of April 29. 

Mr. Walsh. That is the same bulletin. They are all of recent issue. 

Senator Walsh of Massachusetts. So before December of last year 
you were not handling newsprint paper ? 

Mr. Walsh. I was handling newsprint paper but not in the same 
volume that I have been handling it since January 1. 

The Chairman. You started to get after the mills after you heard 
this call from the Chicago paper ? 

Mr. Walsh. Yes. 

Senator Walsh of Massachusetts. Then you started to get busy 
with the mills to protect yourself ? 
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Mr. Walsh. I will tell you why. For instance, from the Racquet 
River Paper Co., I have been buying screenings of manila paper; 
from the Island Paper Co., at Carthage, I have been buying screen- 
ings of manila paper and selling the paper from them; also from 
various other sources, but not very mucn, in little lots, and so on and 
so on. 

Senator Walsh of Massachusetts. Before December what was the 
price you were paying to the factories for newsprint paper ? 

Mr. Walsh. Before December ? 
' Senator Walsh of Massachusetts. Before this time you are now 
speaking of ? 

Mr. Walsh. During the month of September 

Senator Walsh of Massachusetts. October and November. 

Mr. Walsh. You had better treat them as separate months. 
There was quite an advance. During the month of September it was 
about 6 cents; during October it jiunped to about 6^ and 6i; during 
the month of November it was about 7 and 7i, and in December it 
was about 8i and SJ. During Christmas week it sagged. You 
understand this is all from my memory. 

Senator McNary. They are pretty close to the figures we have. 

Senator Walsh of Massachusetts. To what did it sag Christmas 
week ? 

Mr. Walsh. It did not; it stayed stationary for quite a while. 
After Christmas week, after January 1, they expected that adver- 
tising would fall into a lull, that people would ease up perhaps as to 
the income tax and certain other features, that they would think 
Washington would do certain things with taxes this year, '^And we 
will not have to spend so much for advertising.^' I am telling you 
frankly the layman's expression of things. But after January 1 it 
was turned aoout. It was diflFerent entirely from what they had 
expected, and instead of slacking it simply speeded up. 

The Chairman. What were the prices ? 

Mr. Walsh. I have given the prices up to January 1, and I have 
already testified that on January 1' I paid 9 cents for a lot of paper 
I sold. 

The Chairman. All right. 

Senator Walsh of Massachusetts. Do you claim that this Chicago 
paper by going out throughout the country in December started the 
cornering of paper ? 

Mr. Walsh. 1 do not claim they did. 

Senator Walsh of Massachusetts. That it started tightening up 
the market so that you had to get busy and go over to the mills to 
get paper. 

Mr. Walsh. They are the most flagrant case I know of on record, 
but they are not alone. There is a certain Scranton paper ; I am not 
positive about it; I have not been able to pin any of them down. 

Senator Walsh of Massachusetts. Why do you tell it to us ? Is it 
because you say that is responsible for this present condition? 

Mr. Walsh. Yes. If you will bring me a copy of the New York 
Times of this morning I will show you 32 pages. I claim that that 
is not right while some little fellow is suffering from the want of 
paper, that they should run a 32-page paper and claim that they have 
cut out 24 columns of advertising. 
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Senator Walsh of Massachusetts. You claim that during Decem- 
ber, due to the action of these papers or the paper you named, there 
started a run on the market ? 

Mr. Walsh. There did. 

Senator Walsh of Massachusetts. You claim that the attitude of 
this and other papers is responsible for what has happened in Janu- 
ary, February, and March and April ? 

Mr. Walsh. Yes; this overbidding, bidding it up, booming the 
market. 

Now, we are an old-established house, since 1855. We have 
bought manila and the regular lines of paper, on which we make our 
usual brokerage commission. But they had been offered such 
fabulous prices that we were forced to do one or two things. 

Senator Walsh of Massachusetts. Who had been offered, the mills ? 

Mr. Walsh. Yes. 

Senator Walsh of Massachusetts. When? 

Mr. Walsh. During this period I have just mentioned. 

Senator Walsh of Massachusetts. After December ? 

Mr. Walsh. Yes; and in some cases before that. We were forced 
to either dabble with newsprint or go out of selling paper altogether. 
Out in our warehouse we have not more than $25,000 worth of stock. 

Senator Walsh of Massachusetts. Is that newsprint ? 

Mr. Walsh. No, sir; wrapping paper. I merely want to show^ the 
relation. We have not more than $25,000 worth, and in October, as 
we took inventory we had $300,000 worth of stock, nothing news- 

Krint, all regular paper. The reason for us not having that was 
ecause so many of these mills that can make bond paper, craft 
paper, manila paper, anything that can run on a Fordenier machine, 
anything that can run over it, and get down to the basis that they 
require for newsprint paper, has been running with newsprint paper — 
every mill in the country. 

Senator Walsh of Massachusetts. Because of so much profit ? 

Mr. Walsh. I don't know. If you had 20 or 25 men coming at 
you and saying, ''I will give you 10 cents a pound for newsprint. '^ 
^^I can not supply the regular trade with what is required. '^ "I will 
give you 12 cents.'' ''I can not supply the wants of the regular 
trade." ''I will give you any price for it; make up the paper, bill it 
to me, and ship it on when you can, at any price you please." 

Senator Walsh of Massachusetts. That is happening to-day ? 

Mr. Walsh. Yes; and it has happened. The man is human. 
Senator, and he is going to succumb. 

Senator Walsh. Who is doing that, the manufacturer ? 

Mr. Walsh. None of my connections have done it, because they 
have been faithful. 

Senator Walsh of Massachusetts. Who are these men who are 
goii^g around each day saying, ''Give me paper?" Is it the broker 
or the manufacturer? 

Mr. Walsh. It is the consumer in a great many cases. 

Senator Walsh of Massachusetts. Going to the mills ? 

Mr. Walsh. Yes, sir; in a great many cases the consumer. 

The Chairman. Who are mese people? 

Mr. Walsh. I do not know. I nave either got to take the mill 
people that speak of it at their word, or else consider them all a pack 
of liars. As a matter of business, they will refuse to disclose informa- 
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tion. But in several isolated cases I have been able to obtain such 
information. In the one particular case I mentioned, that informa- 
tion has come to me through a certain mill up in New York State. 

I went to them and said, '^I would like to have a little hanging 
paper for this coming spring, wall paper stock.'' ^'I can not do it, 
Walsh.'' ''Why not?" ''Oh, pshaw. You only want to give 6 to 
7 cents a pound." "'That is all I can give you, because wall paper 
won't give me over $10 or $15 a ton over that." "Look at so and so ; 
he wants to give me 11 J cents a pound for newsprint paper." 

What are we going to do ? Are we going to close up shop ? I will 
tell you frankly I would rather see newsprint in Government control, 
or by any other means possible cut in naif to-morrow so we can do 
business. 

Senator Walsh of Massachusetts. In your other paper lines ? 

Mr. Walsh. Yes; and on the basis we have nad before. It 
stands to reason when we have to pay out 14 cents to make three- 
quarters of a cent, it is not attractive. A paper and pencil will show 
what kind of business that is, and there is the financial responsi- 
bility, too. 

Senator McNary. If I understand you, one of the contributing 
causes to the present high price of newsprint paper is these beggars 
that are running around to these mills willing to pay any old price 
to get paper? 

Mr. Walsh. Yes. 

Senator McNary. Are the mills withholding sales to small papers? 

Mr. Walsh. No. 

Senator McNary. And to other legitimate concerns, to sell to those 
who will pay these high prices? 

Mr. Walsh. No; they are not. 1 will tell you frankly, one of our 
mills has with us arranged to take care of the little fellows. For 
instance, there is a.little paper down in Alabama, the Dothan Eagle, 
at Dothan, Ala. He wants four rolls of paper. Four rolls is a ton, 
2,000 pounds. On that sale we make $15. I can show you where 
our bookkeeping charges are eaten up in the transaction. 

The Chairman. I want to take up trie question of prices. We were 
on that, and you had gotten down to January, when you said you 
were paving then approximately 9 cents? 

Mr. Walsh. Yes. 

The Chairman. How was the price in February ? 

Mr. Walsh. After that conditions were so chaotic that I don't 
know; my estimate would not be any more than near the point, 9 
cents, January 1, 2, and 3, for the first week of January. I would 
say, roughly, around 10 cents for February. For March it would be 
11 and 11^. For the month of April anywheres from 12 to 14 cents. 
It took big leaps after that, half a cent, a quarter of a cent overnight. 
What can you expect when you have these people going around 
bidding for it? 

The Chairman. I am not asking for justification. We inerely want 
the facts. We are making a record, and I do not want it too long. 
I always want you to explain where necessary, but otherwise just 
state the answers. 

April, you say, ran up to what? 

Mr. Walsh. Anywheres from 12 to 14. 

The Chairman. From 12 to 14 cents? 
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Mr. Walsh. Yes, sir: 

The Chairman. Let me go back now and see if we can not get this 
systematized. When the newspaper business was substantiafly nor- 
mal, say in the month of September, and prior thereto, in 1919, what 
mills did your house buy newsprint paper from ? 

Mr. Walsh. During the month of September? 

The Chairman. I mean, rive me a list of the mills that you regu- 
larly dealt with and from wiich you got newsprint paper. 

Mr. Walsh. We have always got newsprint paper, both for small 
domestic consumption and for large export consumption, from the 
Finch-Pruyn Co., of Glens Falls, N. Y. We are buying nothing from 
them now. We never had any contracts with them. As the business 
came to us we simply solicited the tonnage from them and they 
quoted us a price, and if we were successful in bidding for the order 
we got it and placed it with them. 

The Chairman. That is a concern engaged regularly in making 
newsprint paper? 

Mr. Walsh. It has always made newsprint paper, nothing but 
news and kindred grades, such as half-tone and tablet, stuff like that. 
It has all been newsprint paper. 

The Chairman. They were then a regular newsprint factory ? 

Mr. Walsh. Yes. 

The Chairman. And you regularly did business with them? 

Mr. Walsh. Yes. 

The Chairman. If you got an order for newsprint paper you gen- 
erally had it filled tnrougn that mill ? 

Mr. Walsh. Yes. Sometimes if we found there was a cheaper 
price to be obtained we billed it elsewhere — oh, any number of 
places. 

The Chairman. But generally that was the principal source of 
supply? 

Mr. Walsh. Primarily so, because that was our chief supply. 

The Chairman. From whom else were you buying during Septem- 
ber and prior to that time, occasionally? 

Mr. Walsh. Once in a while we might get a little from Oswego 
Falls Pulp & Paper Co., of Fulton, N. Y., but very, very seldom. As 
I tell you, the large extent of our newsprint business is confined chiefly 
to the Finch-Pruyn Co." 

The Chairman, Did you occasionally in September buy from others 
than the two you have named ? 

Mr. Walsh. Not that I recall. My records will show if I have. 
You understand, of course, that during those periods there were 
isolated cases of newsprint being sold by other people in the house. 
. The Chairman. The Oswego Falls Pulp & Paper Co. was a regular 
manufacturer of paper ? 

Mr. Walsh. He makes regular pulpboard and newsprint paper. 
In our individual experience the Oswego people have never sold to us 
the paper that was justly due anybody on their contract. 

The Chairman. Do not bother yourself about defending them 
They will take care of themselves. 

IVfr. Walsh. I am. not defending them, but I want to give a square 
deal in my testimony to everybody all around. I thought perhaps the 
impression I conveyed might be the wrong one. 
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The Chairman. No; just content yourself with answermg these 

SLiestions. We will get through much sooner and we will get a much 
earer statement. 

The Oswego Falls Pulp & Paper Co. you say were regular manufac- 
turers of newsprint paper ? 

Mr. Walsh. Yes ; they make newsprint and pulpboard. 

The Chairman. What other companies were you dealing with occa- 
sionally ? 

Mr. Walsh. None that I can recall. As I said before there may be 
some that I am not aware of at the present minute and could not be 
aware of without consulting the records. 

The Chairman. All right. Now will vou please tell us the com- 
panies you have dealt with since September, and as you go along tell 
us whether they are regular manufacturers or whether they are what 
we will call transformed mills; that is, mills that have been making 
other classes of paper and began the manufacture of newsprint ? 

Mr. Walsh. I will not be able to cite the names of each and all of 
them, but I will give you all that I can from memory. 

The Chairman. Give us what you can from memory. 

Mr. Walsh. The Island Paper Co. 

The Chairman. Of where ? 

Mr. Walsh. Carthage, N. Y. , 

The Chairman. Was the Island Paper Co. a transformed company ? 

Mr, Walsh. All these that I will give you will be transformed com- 
panies, unless I say they are otherwise. 

Senator McNary. Did you say the Island Empire Co. ? 

Mr. Walsh. No; you are thinking of the Inlana Empire Paper Co., 
out in Oregon. 

There is the Racquet River Paper Co., at Pottsdam. The Harmon 
Paper Co., at BrownsviUe, N. Y. The Hartie Paper Manufacturing 
Co., Steuben ville, Ohio; their offices are at Pittsburgh, Pa., and the 
mill is at Steubenville, Ohio. There were one or two small parcels 
from the Bedford Co., at Richmond, Va. The Walloomsac Paper Co., 
at Walloomsac, N. Y. 

That is all 1 can remember. After consulting the records back 
home I may find one or two isolated cases here and there where I have 
bought from time to time. 

You understand also that I have bought on the jobber to jobber 
basis, through other jobbers in New York, newsprint paper. The 
source of it I don't know anything about. They simply ship it to me 
at New York. I received documents on it and that is all I know 
about it — see. 

The Chairman. From what jobbers have you bought ? 

Mr. Walsh. Oh, Lord, I could not tell you that without looking at 
the records. 

The Chairman. We will have to get your records. 

Mr. Walsh. I have planned to brmg them, and they are working on 
them now back home. 

The Chairman. I think, gentlemen, in view of that last statement 
we might as well wait to get the record, as far as tracing this out in 
detail. But I do want to ask a question. 

Have you at any time since the month of September carried any 
considerable stock of newsprint paper ? 
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Mr. Walsh. No; and for two reasons: Simply because there was 
such a tremendous demand for it that it was practically impossible 
to carry any stock. And, secondly, because we have not the money 
with which to lay in a stock of paper and keep it there and hoard it 
and wait uiftil we could go ahead and sell it. 

The Chairman. Then you have sold all of your supply ? 

Afr. Walsh. We have not a nickel's worth of paper in the house 
of newsprint. 

The Chairman. Your sales have been simply in the nature of 
brokerage transactions ? 

Mr. Walsh. Absolutely, in each case. 

The Chairman. That is to say, you went out and found a customer 
for paper ? 

Mr. Walsh. Yes. 

The Chairman. If you did not know where you could get that 
paper, you tried to find a place to get it ? 

Mr. Walsh. That is rignt. 

The Chairman. Then you turned the paper over, sending it di- 
rectly from the mill to the purchaser ? ' 

Mr. Walsh. That is right, and we never saw it. 

The Chairman. And you never saw it. 

Mr. Walsh. Yes. 

The Chairman. You then simply collected a brokerage commis- 
sion? 

Mr. Walsh. That is all. 

The Chairman. What has been your commission ? 

Mr. Walsh. In most cases it has been half a cent a pound, three- 
quarlers of a cent a pound, and in a very small number of cases a cent 
a pound — a cent a pound profit always on this high-priced paper 
with a 12, 13, and 14 cent cost. 

The Chairman. Have you ever collected or realized more than a 
cent differential; that is, a cent between the price you paid and the 
price you obtained ? 

Mr. Walsh. On foreign paper. 

The Chairman. On what ? 

Mr. Walsh. On foreign paper. 

The Chairman. Where do you buy foreign paper ? 

Mr. Walsh. From Sweden and Norway. 

The Chairman. How much did you buy over there ? 

Mr. Walsh. Five thousand tons. 

The Chairman. You bought that and had it shipped to this 
country? 

Mr. Walsh. Yes. 

The Chairman. Before you had taken orders ? 

Mr. Walsh. No, sir. All of it was sold to the New York Journal 
before we brought it in here. As a matter of fact, we had it sold 
and confirmed before we actually had it bought. 

The Chairman. AU right. You sold 5,000 tons to the New York 
Journal?' 

Mr. Walsh. 'Pardon me; let me correct myself there. There were 
5,000 tons in all, but 3,500 of it went to the New York Journal direct 
and the other 1,500 went to two brokers in New York, who in turn 
resold it to the New York World. It was intended originally for the 
New York Journal, but circumstances changed it. 
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The Chairman. Who. were the two brokers? 

Mr. Walsh. The Seaman Paper Co. and the Interstate Pulp & 
Paper Co. 

The Chairman. You had substantially disposed of the whole 5,00Q 
tons before you actually closed the contract for the purohase of that 
5,000 tons, did you ? 

Mr. Walsh. Yes. 

The Chairman. Of course you had been negotiating for that paper 
and had some idea you were going to get it, I assume ? 

Mr. Walsh. It was all by cable acceptance. The market was so 
firm over there. We had a lot of crazy countrymen over there, a lot 
of American visitors, and just plain crazy, going over and trying to 
impress every Swede they met up with that they were wiUing to 
pay any price for newsprint. Ana let me tell you that among those 
people were representatives of our publishers once more. We had 
it worked subject to cable acceptance. That is the system. The 
answer came back from abroad that our order had been accepted 
and certain shipments would be made at a certain price. 

The Chairman.* You then tried to arrange it go that you were 
not obliged to take the chance of buying the paper without having 
a purchaser ? 

Mr. Walsh. Once more. 

The Chairman. Yes; it was an operation entirely proper. . 

Mr. Walsh. We were brokers once more; not speculators or 
gamblers. 

The Chairman. Anyway, you got that 5,000 tons ? 

Mr. Walsh. Yes. 

The Chairman. And under an arrangement you had made iiere 
you were to turn it over to the Journal ? 

Mr. Walsh. Yes. 

The Chairman. What was your commission on that? 

Mr. Walsh. On 2,000 tons of that we made $7 per ton. 

The Chairman. What did you make on the rest of it ? 

Mr. Walsh. On the 1,500 tons, of the balance sold to them we 
made $12 a ton. 

The Chairman. You are wrong in your figures; you said two. 

Mr. Walsh. On 2,000 tons we made $7 a ton, and on 1,500 tons 
we made $12 a ton. That is 3,500 tons, and that accounts for all 
the paper that went to the New York Journal. The other 1,500 tons 
went to the New York World. I did not appear in that sale; there- 
fore I do not know what that profit was. 

The Chairman. You turned that over to the jobbers 

Mr. Walsh. Someone else in the house, one of the officers, actually 
jaade that sale. 

The Chairman. How much did you make on the 2,000 that you 
sold to the New York Journal ? 

Mr. Walsh. $7 a ton. 

The Chairman. And what did you make on the rest of it ? 

Mr. Walsh. The 1,500 tons? 

The Chairman. Yes. 

Mr. Walsh. $12 a ton. I might add, in addition to the cost 

Erice, which was 6 cents a pound, we might have to pay duty. We 
ave been advised there is little likelihood of it, but we are not yet 
out of the shadow of it, and we do not know. Mr. Billsborough, at 
the New York office, will not give us a clean bill of health yet. 



S" 



BTEWSPRINT PAPER INDUSTRY. 17 

The Chairman. How much would your duty be, if you had to 

pay it ? 

Mr. Walsh. It would be 12 per cent of the cost of the paper, or 
according to the way I think the law reads, 12 per cent of the market 
value to the home consumer. It is something like tl^at. I will 
tell you frankly it took me at least six months to get it straight, and 
Mr. Billsborough has the thing at his finger tips but he mil not give 
me a clean bill of health yet. 

In addition to that I want to say to you that on account of what 
was called the force majuere (which means the acts of God) — ice 
formed in the Gulf of Finland, the ship was stuck, and it cost us 
$2,500 to get the ship out of the Gulf of Finland, and that $2,500 is 
deducted from our profit. We also, I might add, had some of the 
paper damaged coming over. 

The Chairman. Did you lose on that, too ? 

Mr. Walsh. We did not lose but we had to salvage it and sell it 
oh the market price in order to balance our profit. 

The Chairman. Did you get out on it ? 

Mr. Walsh. Oh, we got out on it. To be frank with you we made 
perhaps a little more than if the whole thing had gone through clear, 
clean, without any difficulty. 

The Chairman. Because the paper was damaged you sold it on 
the open market and got a better price ? 

Mr. Walsh. Not much better after we deducted our loss. We had 
to lose practically 20 per cent of the paper, which was a dead-weight 
loss. 

The Chairman. Exactly, but you sold out a little ahead of what 
you would have sold it for regularly, under your arrangement with 
the Journal ? 

Mr. Walsh. Yes; but that balance of loss we had to suffer on 
account of the ship being stuck in Finland, and that latter ate it 
away. 

The Chairman. What profit did you get on the paper you sold 
to the brokers ? 

Mr. Walsh. I don't know. 

The Chairman. Is there somebody in the house that can tell thiat ? 

Mr. Walsh. That is one of the things the record will show. 

The Chairman. Are there any other sales than these of which you 
have told us, where the commission went above a cent a pound, so 
far as you know ? 

Mr. Walsh. Not to the best of my knowledge. The records may 
show some sales, some isolated sales in excess of that. The records 
will show this much, I am certain of, that at least 70 per cent of the 
sales were recorded with a profit of half to three-quarters of a cent 
a pound. And on the high-priced valuations I would say rieht here 
that the total profit would not exceed 10 per cent, and it would more 
likely aggregate 7 per cent. 

Senator Walsh of Massachusetts. Net profit? 

Mr. Walsh. Yes, net. The gross profit might aggregate 10 per 
cent, but after having the expenses and all you would probably cut 
your net profits to be split oy myself and the house down in the 
neighborhood of 5 per cent. 

Ihe Chairman. That leads me to a question I have had in mind. 
Will you explain to this committee how it is that manufacturers 

14983—20 1 
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have increased the price of paper from 6 cents last September to 14 
cents now, why they have increased that price; has there been any 
increase in labor costs ? 

Mr. Walsh. Yes. 

The Chairman. Not very much, has there? 

Mr. Walsh. One of these mills I have just mentioned here to-day 
had the position put up to them, if they did not stand a 10 per cent 
increase in wages they would have to shut the mill down. 

The Chairman. That is more than 10 per cent increase in cost. 

Mr. Walsh. Of course. 

The Chairman. Do you know of any arrangement made between 
any of these mills and any brokers to divide profits? 

Mr. Walsh. No, sir. 

The Chairman. Have you heard of anything like that from your 
competitors ? , 

Mr. Walsh. In no instance. i 

The Chairman. You agree, do you, that the mills with a sub- i 
stantial increase in the cost of production are making tremendous 
profits over what they made in last September ? 

Mr. Walsh. In some cases, particularly the made-over mills, 
some of them do not make the necessary ingredients for manufactur- 
ing newsprint, and they have to go out and buy it at the open market 
prices. 

The Chairman. You are trying every mill in the country? 

Mr. Walsh. Yes. 

The Chairman. And you have bought at 14 cents; that is the best 
trade you can make to-aay. Of course, you want to make the best 
tirade you can. 

Mr. Walsh. We can not get anything better than 14 cents. 

The Chairman. In September you could get it for 6 cents at every 
mill in the country? 

Mr. Walsh. No; every mill in the country would not handle it at 
6 cents. The mill which niakes fiber paper, which brings 26 cents 
a pound, will not consider making newsprint paper at 6 cents. 

The Chairman. Of course, the question was asked very generally 
whether you could not get it from any and every mill. But the 
regularpaper mills were selling in September at 6 cents a pound ? 

Mr. Walsh. The regular paper mills? 

The Chairman. Yes. The regular newsprint paper miUs. 

Mr. Walsh. Newsprint paper mills? 

The Chairman. Yes. 

Mr. Walsh. You mean people who had contracts? 

The Chairman. Yes. 

Mr. Walsh. They were selling their surplus. 

The Chairman. At 6 cents a pound? 

Mr. Walsh. Yes; but they were not delaying any contracts, not 
to the best of my knowledge. 

The Chairman. Not what? 

Mr. Walsh. They were not setting aside contracts. 

The Chairman. I am not asking about setting aside contracts. 

Mr. Walsh. I make that statement . because IT want to impress 
on you that there was very little of that to be had. 

The Chairman. Exactly; but the newsprint paper price made by 
the mUHs that were engaged in the business of makmg newsprint 
paper in the month of September was around 6 cents? 
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Mr. Walsh. Yes. 

Senator Walsh of Massachusetts. And that is now around 14 cents. 

The Chairman. That is true, is it not ? 

Mr. Walsh. Yes. 

The Chairman. There has been some increase of costs, too ? 

Mr. Walsh. Yes. 

The CnAijtMAN. But outside now of those factories that had to buy 
Av^ood pulp, which you say has gone up very seriously 

Mr. Walsh. Yes. 

The Chairman. Has there be6n an increase in the costs of a 
material character ? 

Mr. Walsh. For instance, one of these mills that had to — not had 
to but did make over from the regular grades to newsprint — ^what 
would vou think of a mill that had 30 cars of coal taken away from 
it and had to go out in the open market and buy that coal again? 

The Chairman. Of course that is an isolated instance 

Mr. Walsh. No, it is not isolated: I beg to take exception to it. 
It happened to three of these mills I mentioned, in one week, in New 
York otate, and they had to go to Marcy Buck, Watertown, and give 
Mr. Buck authority to go out and buy coal on the open market 
because of the railroad's prior rights, they say, to the coal. One mill, 
the Island, had 40 cars of coal taken away from them. They had to 
shut their mill down and they lost a week's production. 

The Chairman. After all, the three instances you have spoken of 
do not show •the regular condition of the mills? 

Mr. Walsh. I know of one mill not making newsprint that suffered 
likewise. 

The Chairman. Let us try and keep to the text, and keep within 
the limits if we can. I am not criticizing you, but we want to do that. 

Mr. Walsh. I understand. 

The Chairman. The regular news paper manufacturer was selling 
at 6 cents in September. Now, we have got that far. 

Mr. Walsh. Yes. 

The Chairman. Since September there has been some increase in 
costs ? 

Mr. Walsh. Yes. 

The Chairman. Part of that is due to labor ? 

Mr. Walsh. Yes. 

The Chairman. And part of that is possibly due to an increased 
price for coal ? 

Mr. Walsh. Yes. 

The Chairman. T am speaking of the general, regular conditions? 

Mr. Walsh. Yes. 

The Chairman. And not of a catastrophy ? 

Mr. Walsh. Yes. 

The Chairman. Then there are some manufacturers that bought 
wood pulp in the open market, and there was an increase in that? 

Mr. Walsh. Yes, from $40 to $120. 

The Chairman. The big manufacturer did not buy wood pulp in 
the market ordinarily, dia he? 

Mr. Walsh. No. 

The Chairman. Why not ? Did he ordinarily grind his own supply 
of pulp ? 
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Mr. Walsh. Not all of it. That is why you have the big squabble- 
up with Canada now. I have a book over in the hotel which shows 
there is no manufacturer in the country that makes a sufficient, 
amount of ground wood for his own uses. 

The Chairman. You can not say what the proportion is ? 

Mr. Walsh. No. ^ 

The Chairman. Wo are trying to get at the reason for the increased: 
cost of paper mills, about which Senator Walsh is also asking? 

Senator Walsh of Massachusetts. You do not have to defend the 
manufacturers. 

Mr. Walsh. I am not defending them, but I tell you this, and T 
feel very sore about it, that the. one big factor in bringing up this, 
price from 6 to 14 cents is the bullish attitude of the big feflow., and 
vou have the word of one of the New York pu bushel's nimseK, Mr.. 
Lane. 

The Chairman. Whom do you mean by the big fellow? 

Mr. Walsh. New York publishers. 

Senator Walsh of Massachusetts. That very statement of yours: 
means this, that either the brokers or manufacturers are making, 
big profits by this bullish attitude? 

Mr. Walsh. Yes, I understand 

Senator Walsh of Massachusetts. We are trying to find out where- 
it is. 

Mr. Walsh. I understand. 

Senator Walsh of Massachusetts. You say it is not th'fe broker anct 
not the manufacturer ? 

Mr. Walsh. I do not say it is not the manufacturer, but it is; 
certainly not the broker. . I am not defending the manufacturer,, 
but I want to ask this plain question: What would happen in nine- 
out of ten cases if on an average of 10 to 15 

Senator Walsh of Massachusetts. But why do you stand here and 
try to find excuses for the manufacturer ? i ou know there has beei^ 
a cornering of the market and that exorbitant profits have been made- 
somewhere. 

Mr. Walsh. Yes. 

Senator Walsh of Massachusetts. And it is for us to find that out. 
and stop it ? 

Mr. Walsh. Exactly. But in the case of many of our operators,, 
inr two or three cases the records actually show they are not par- 
ticipating. 

The Chairman. Speaking generally, let me ask the general ques- 
tion: What is th^ cause of the present high price of paper? What 
is the principal, the chief and underlying causes? Tell it in your 
own way, and give us your opinion about- it ? 

Mr. Walsh. 1 have already stated the bullish attitude of some of" 
the big papers in going out and offering a fabulous price, to the human? 
nature side of people in not being able, or not wanting to withstand 
the plea of a mad campaign to them day after day to make paper 
for them at any price. There is the whole story in a nutshell. 

The Chairman. In other words, then, you mean to say that a, 
demand for paper 

Mr. Walsh. There is more than a demand. 

The Chairman. Wait a minute; that it is a demand for paper,, 
natitral or artificial, caused by a shortage, or caused by the desire^ 
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<of some purchasers to get larger quantities and to consume larger 
<iuantities ? 

Mr. Walsh. That is right. 

The Chairman. Which led these piirchasers to go and offer to the 
snills and to the brokers very large prices ? 

Mr. Walsh. Yes. 

The Chairman. Those large prices have been paid ? 

Mr. Walsh. Exactly. 

The Chairman. Somebody between the man who bought and the 
'Original producer, or else the original producer, made the profit, did 
they not? 

Mr. Walsh. Yes. 

The Chairman. In your opinion has this profit been excessive or 
lias it been reasonable ? 

Mr. Walsh. In my opinion it has been excessive. 

The Chairman. Yes. 

Mr. Walsh. Yes, in some cases. I have hated to pay the price 
that I have been asked several times. 

The Chairman. We want to find out who it is that is bulling the 
market, as you say, by going around from place to place and trying 
to buy large quantities of paper and offering these fabulous prices. 

Mr. Walsh. Last Decemoer the American Newspaper Publishing 
Association held a convention at the Waldorf Astoria, and present 
at that convention were two or three news-paper men, or rather mill 
men, who never did make newsprint in their lives before, but could 
make it because they had the machinery and equipment. 

One of them called me up and said, *'I will give you print paper 
at the market price,'' it was about Sf. *'0h, I don't know whether 
I can handle it or not. I will have to find a purchaser for it." **I 
<ion't want to make newsprint paper but I have had several people 
up here to offer me that price." 

He came to that convention with no idea of making newsprint 
paper but he was asked by a couple of publishers to make the paper. 

The Chairman. Who was this man with whom you had this 
-conversation ? 

Mr. Walsh. One of these companies I have mentioned to you. 

The Chairman. Which one ? 

Mr. Walsh. The Harmon Paper Co. 

The Chairman. What is the name of the individual? 

Mr. Walsh. Warren. 

The Chairman. What is his first name ? 

Mr. Walsh. J. J. 

The Chairman. You just be frank with us. 

Senator Walsh of Massachusetts. And you will be protected. 

Mr. Walsh. I might give information that would possibly wreck 
our whole business. We do not control our sources of supply. 

The Chairman. We are not trying to send anybody to jail and we 
:are not trying to persecute anybody. We are merely trying to reach 
?a solution of this question. 

Mr. Walsh. Let me finish. 

The Chairman. Go ahead. 

Mr. Walsh. Later in the day I called the man up and he said, 
^*I am sorry I can not let you have that newsprint. One of your 
friends here in New York City has offered me a naif a cent a pound 
:more." 
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The Chairman. Was that from a publisher? 

Mr. Walsh. A publisher, absolutely; the brokers do not do those 
things. They can not afford to unless they have an order in their 
hand. The brokers in New York have not enough money to cover 
themselves on those long-shot purchases. He said, ^'As much as I 
would like to give your house tnat tonnage, I can not do it." And 
he continued, ^'This chap seemed determined to get that paper, and if 
I said so, I think he would pay another cent a pound for it.'' 

Senator Walsh of Massachusetts. How much was the paper? 

Mr. Walsh. It was about 400 tons of paper. 

Senator Walsh of Massachusetts. So, after having given you a 
price, he made half a cent a pound higher price ? 

Mr. Walsh. Yes; subject to prior sale. There were no strings 
attached to it. 

The Chairman. What other instances have you of individual 
bullin g o f the market ? 

Mr. Walsh. You have told me before that this is not to go on the 
public record. 

Senator Walsh of Massachusetts. That is right. 

Mr. Walsh. Former State Senator Emerson owns the Schroon 
River Pulp & Paper Co. We have been very friendly to them, and 
he has done me a few favors in the last few months, and it calls for 
reciprocation. He said, ^^I would like to let you have some tonnage 
of hanging stock." He is the gentleman I referred to before. He 
told me he could not possibly accede to my demand for hanging 
stock because so many people were after newsprint. 

Senator Walsh of Massachusetts. That is wall paper ? 

Mr. Walsh. Yes. He told me the Chicago Daily News was the 
company that had gone out and given this man Gray, of Dennison & 
Gray, carte blanche to buy 5,000 tons of newsprint at any price at 
which he could get it. 

I have never been able naturally to secure an admission from 
those people. I have heard the same story from another source 
since. I got a denial from them, by the way, but that does not 
mean anything^ 

The Chairman. Do you know what individual of the Schroon 
River Paper Co. transacted the business or had negotiations with 
this newspaper ? 

Mr. Walsh. I do not know that they bought anything from them. 
I do not know for a fact that the Schroon River people actually took 
the order from those people. 

The Chairman. Who do you understand transacted the business^ 
if it was transacted on the part of the Sphroon River Paper Co. 1 

Mr. Walsh. If it was transacted ? 

The Chairman. Yes. 

Mr. Walsh. The gentleman I mentioned, ex-Senator Emerson. 

The Chairman. "What other instances of this kind have you in 
mind, and I am asking you now for your positive information, where 
you have positive information, and if you do not have positive 
information to tell us what you have heard that you think is reason- 
ably reliable ? 

Mr. Walsh. Yes. 

The Chairman. And in each case differentiate and tell us which ia 
which ? 
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Mr. Walsh. What was that question again ? 

(The pending question was repeated by the reporter as recorded.) 

Mr. Walsh. For instance last January the representatives of the 
Cleveland Newspaper Combination, the Newspaper Supply Co., 
needed paper badly. Some of these fellows triea to play tnis game 
honestly and decided to stay out of the market, hoping that some- 
thing would break, and they let their supply run down to a four or 
five days' supply, with no possible supply at hand, and then realizing 
that they were in badly they were willing to go out and pay any 
price. 

That was exactly the situation with this Cleveland outfit. They 
came to me and said, ''We will pay a bonus of three-quarters of a 
cent a pound if you will get us the paper for shipment within six 
days." 

The Chairman. And they left it up to you to get it at less price ? 

Mr. Walsh. No; they did not. They said, ''We will pay 9 cents 
and a bonus of three-quarters of a cent a poimd if you get it for us 
in six days.'' 

The Chairman. Who was this ? 

Mr. Walsh. The Newspaper Supply Co., representing the Cleve- 
, land Press and the Columbus Citizen, of Columbus, Ohio. 

The Chairman. Who runs that ? 

Mr. Walsh. Col. William M. Day. 

The Chairman. Is he the man that you have transacted business 
with? 

Mr. Walsh. No; I transacted business with his representative 
whose name I can not remember. But I prefaced my remarks with 
the explanation of their situation. 

The Chairman. I understand that. You do not reflect on anybody. 

Mr. Walsh. No; I know, but I tell you 

The Chairman. All we want are the facts. 

Senator Walsh of Massachusetts. You will be protected. 

The Chairman. What other cases have you in mind of this bulling 
of this market ? 

Mr. Walsh. I will tell vou frankly, I have heard from several of 
our New York brokers that the New York Times has been very 
flagrant in doing that very thing, bulling the market up, but I have 
never caught them at it, because I am persona non grata up there. 
I am not liked from one particular transaction. 

The Chairman. Who are the men engaged in this ? 

Mr. Walsh. This information came from the offices of the New 
York Journal. • 

The Chairman. Who is the New York Times broker ? 

Mr. Walsh. They have no particular broker. Anybody is privi- 
leged to sell them of course. A Mr. Salzburger usually does the 
buying there. Mr. McAneny I understand usually supervised the 
buying. I have only had one conversation with Mr. McAneny. 

Senator Walsh of Massachusetts. Mr. Salzburger does the buying 
for the New York Times ? 

Mr. Walsh. He was doing the buying when I spoke to him last. 
As I say I have never caught them at it. It is only a question of 
having been told through the offices of the New York Journal. I 
will say in defense of the New York Journal they have bought paper 
at the high prices but only when absolutely forced to it and obliged 
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to have something for, say, four or five days' supply. They brougb-t 
some stuff from Sweden on the steamer Halfora, 600 tons of paper. 
It .caught fire in Brooklyn and it burned completely, the ship was a 
total wreck. They had counted on using it, and they were obliged 
to go in the open market to get a supply to make up that deficiency. 
But it is only when absolutely necessary that they decided to go out 
and bull up the market. 

The Chairman. Who of the New York Journal people told you of 
this conduct of the New York Times ? 

Mr. Walsh. It was not made in the nature of a charge; it was in 
the nature of a conversation. 

The Chairman. AU right; we simply want to get the man's name 
to see if he knows anything. 

Senator Walsh of Massachusetts. He will not know who is giving it. 
' Mr. Walsh. Mr. Murray, the assistant treasurer. • I do not know 
his initials. 

The Chairman. Have you in mind any other instances? 

Mr. Walsh. I have not; not that I can think of. 

The Chairman. Speaking generally, your observation has been that 
there was a shortage of paper, a great cry for it, and the people 
needed it ? 

Mr. Walsh. Yes. 

The Chairman.* Or claimed to need it, and they have been going 
into the market and going to brokers and others, asking these brokers 
to get them paper ? 

Mr. Walsh. Yes. 

The Chairman. And gradually they have been offering higher and 
higher prices in order to get it ? 

Mr. Walsh. Yes; sure. 

The Chairman. And the broker has only made, so far as you know, 
the ordinary commissions that ho would get in normal times ? 

Mr. Walsh. It has not* been a special basis; it has been anything, 
as I said before, ranging from a quarter of a cent a pound to a cent, 
and perhaps, in some cases of this high-price material, of one cent 
and a quarter. For instance, as to a 50 per cent or a 30 per cent 
profit, no; and I do not know of any instance where a broker has 
ever made as much as 20 per cent on a single sale. 

Senator Walsh of Massachusetts. What is the profit in normal 
times for a broker ? 

Mr. Walsh. Ten per cent is what we work on. As I said earlier 
in the testimony, our house has to split with their salesmen, so that 
it4)uts a different light on it. 

Senator McNary. Mr. Walsh, you said to the chairman that you 
bought newsprint paper from two newsprint mills in North America ? 

Mr. Walsh. Yes. 

Senator McNary. Naming them, and I shall not burden the record 
by repeating them. 

Mr. Walsh. In New York State. 

Senator McNary. You also* have purchased a quantity of this same 
character of paper from a number of converted mills ? 

Mr. Walsh. Yes. 

Senator McNary. I am anxious to know whether there is any dif- 
ference in the price charged you by the regular newsprint mill and 
the converted mill ? 
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Mr. Walsh. If there is any difference ? 

Senator McNary. Any difference in the price charged you ? 

The Chairman. When the purchases were at substantially the same 
time? 

Senator McNary. Yes. 

Mr. Walsh. Let me get that question once more. 

Senator McNary. Have you founi any difference in the price 
charged you for newsprint paper by tho converted mills and the mills 
that are regularly newsprint ? 

Mr. Walsh. Yes; we are not buying any paper to-day from tho 
mills that make newsprint regularly. 

Senator McNary. When did you buy from them last ? 

Mr. Walsh. Last fall. 

Senator McNary. You have not bought any since ? 

Mr. Walsh. Those people from whom we originally bought paper 
have contracted their paper; they are taking care of contracts, and 
they can not talk to us to-day. They are aF sewed up. 

Senator McNary. You have not bought anything from the regular 
newsprint mills ? 

Mr. Walsh. Not to the best of my knowledge. 

Senator McNary. Since last fall ? 

Mr. Walsh. Not from contract sources. 

Senator McNary. All of the purchases you have made have been 
from converted mills ? 

Mr. Walsh. Many of our mills are transformed mills. 

Senator McNary. Have these mills been made over in the last 18 
months ? . 

Mr. Walsh. Yes; a shorter period than that. They have been 
made over since last September. 

Senator McNary. The testimony here has showed a great many 
instances where these regular newsprint mills have made contracts 
as late as January of this jrear for 5 cents a pound. 

Mr. Walsh. Yes; that is right. 

Senator McNary. During which time these other mills were 
charging from 10 to 14 cents? 

Mr. Walsh. You mean the made-over mills ? 

Senator McNary. Yes. Have you technical knowledge enough 
to say whether these converted mills are charging from 200 to 300 
per cent more than the newsprint mills, must necessarily do this on 
account of the cost of the ti*ansformation of the plant and the more 
expensive cost of operation ? 

Mr. Walsh. I can in some instances justify that price which they 
charge; in some instances I can not offer any justification. 

In the case of the McGargee Paper Mills, of Modena, Pa., they 
make what is known as a vulcanizing fiber, which is parchmentized 
paper, very high-class stuff, for butter wraps, sanitary wraps, and 
the like. That paper sells on its foundation basis at about 18 cents 
a pound. In its converted shape it sells for about 26 or 27 cents a 
pound. 

Senator McNary. That is not newsprint paper. 

Mr. Walsh. But it is relevant to the question. That 4^ cents a 
pound will be no incentive to that mill to make newsprint, you 
understand; but at 10 to 14 cents a pound there is some incentive. 
You understand they have a very small production. In order to 
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make a profit on newsprint at 4^ cents a pound, speaking from a 
practical standpoint, you must first have what they call a big machine ; 
you have got to have a machine that trims over 100 inches; or in 
other words a machine that makes 2,000 pounds of paper per unit, 
at once; you have got to have a big capacity. You have got to 
have a big capacity like the Great Northern, the International, the 
Remington, and others. You have got to have a big capacitv like 
that. If vou have only a little 10-ton capacity, you would lose 
money making newsprint. These little capacity mills are all speciality 
mills. They make a highly specialized paper for which they receive 
a big margin of profit per pound. 

Senator McNary. These old mills with which you have been 
doing business 

Mr. Walsh. But let me finish. There are some of them that I 
can not give any justification for, not where they control their own 
source of supply. 

Senator MclN ary. Can you give the names of a few instances of 
that kind ? 

Mr. Walsh. Well, I don^t know, because I am not familiar with 
all the mills. I could not say exactly which of them does not con- 
trol; I am not certain which of them do and which do not. That is 
frankly the situation. 

Some of them have their own timberlands, some of them have not; 
some of them buy their timber and some of them do not; some of 
them import and some of them do not. 

The Chairman. Some of them buy pulp and some of them do not ? 

Mr. Wa.lsh. Some of them make their own pulp. 

Senator McNary. My understanding is that all of these converted 
mills sell on the spot market and do not make any contracts ? 

Mr. Walsh. Do not make contracts. 

Senator Walsh of Massachusetts. Are they gradually taking up 
contracts ? 

Mr. Walsh. No. There is one mill, the Racquet River Paper 
Co., that told me last Saturday they were going to get off making 
newsprint; they were so damned sicK and sore of it that they were 
going to get off it, because of so many kicks and complaints. 

Senator McNary. I have a newsprint bulletin from your company, 
the Maurice O'Meara Co., dated April 29, sent generally to the trade. 

Mr. Walsh. Yes. 

Senator McNary. Where you quote for immediate shipment a 
car at 14^ cents f. o. b. mill. 

Mr. Walsh. Yes. 

Senator McNary. And in May you quote 200 tons at 14^ cents 
per pound at the mill ? 

Mr. Walsh. Yes. 

Senator McNary. Now, for June, well, it does not show June ? ^ 

Mr. Walsh. No; we have no June. 

Senator McNary. But you have 200 tons here quoted at 14f cents 
a pound ? 

Mr. Walsh. What sizes ? 

Senator McNary. That is 33^. 

Mr. Walsh. Yes; I don^t know whether I can get it or not. 

Senator McNary. I am not particular about that. Speaking 
about the price at 14 J cents a pound from what mill have you made 
this contract that you can supply it this way ? 
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Mr. Walsh. I have not made any contract. 

Senator McNary. What are you basing this on when you send it 
out to the newspapers, when you offer to sell them 200 tons ? 

Mr. Walsh. Subject to prior sale. Tf you will note, I have said 
subject to prior sale, because I have callea up the mill and said, "I 
have received here to-day several inquiries for such and such sizes 
which you can make. Can you supply me with the tonnage?'' 
"Well, we can, if your order is placed at once at such and such a 
price. We have been offered so much money for it. If you are 
willing to pay that price we will give you the tonnage'' — on account 
of our previous relation with them on regular grades of paper. But 
don't forget it states subject to prior sale, because the first party that 
oft'ers me such and such a price they are going to get it. 

Senator McNary. T understand that. That is perfectly obvious. 
But if T accept this proposal, if I am the first one and the only one, 
where would you place this order to fulfill the contract with me ? 

Mr. Walsh. With the Island Paper Co., of tl^s 33^ size, if the 
tonnage had not been previously sold. 

Senator McNary. Have you a contract with the Island people ? 

Mr. Walsh. No. 

Senator McNary. Or an understanding that you could get 100 tons 
at this price, which would let you out with a profit ? 

Mr. Walsh. If it had not been sold. 1 have no contract with 
them. I have no more contract with them than anybody else has 
with them. It is simply a catch-as-catch-can, a fly-by-night affair — 
whoever gets there first. 

Senator Walsh of Massachusetts. If you put in an order right 
away you might get it at this price ? * 

Mr. Walsh. ^' We have been offered so much money; if you want 
to pay that price, all right." 

The Chairman. After having received that statement that they 
can furnish you paper at 14^ cents for instance you then, having been 
in communication with people who want the paper, you notify them 
that you can give them so much paper at 14f or 15 cents, so you can 
get vour margin ? 

Afr. Walsh. Yes. 

The Chairman. But you say this is subject to prior sale? 

Mr. Walsh. Yes. 

The Chairman. That means prior sale by yourself or prior sale by 
the manufacturer, either one ? 

Mr. Walsh. By the manufacturer or ourselves. 

The Chairman. If you get this order from them you immediately 
communicate with the factory ? 

Mr. Walsh. Yes. 

The Chairman. If the factory confirms the purchase, then you 
notify them you will give them the paper ? 

Mr. Walsh. Yes. 

The Chairman. That is the method ? 

Mr. Walsh. Yes. 

Senator McNary. Have you attempted to purchase any orders 
that you have out under this plan of soliciting from the newsprint 
mills ? 

Mr. Walsh. Have I attempted to purchase ? 

Senator McNary. Read the question. 
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(The pending question was repeated as above recorded.) 

Mr. Walsh. That has been my plan, Senator, all along. I have 
actually bought and sold on that plan. That is the only plan that 
would work, because I get inquiries daily from newspapers unso- 
licited, ''We understand you can get us newsprint paper. We want 
such and such a size. What is the best price you can make V^ 

Senator McNary. When you get an order for 14^ cents you go to 
these converted mills ? 

Mr. Walsh. Yes. 

Senator McNary. Or do you try to get your paper from the regular 
newsprint mills ? 

Mr. Walsh. No. I go to the mills that told me they could possi- 
bly give it to me. 

Senator McNary. Are you dealing then with the converted mills 
that charge you this price, or with the regular newsprint mills ? 

Mr. Walsh. No; I can not; they would refuse me. 

Senator McNary. Have you gone to them and asked, or are you 
guessing at it ? 

Mr. Walsh. No; I have not attempted to do it. I have not 
approached the International, the Great Northern, the Remington, 
the St. Regis, because I know it would be silly to attempt to do it. 
They have all informed me, as they have informed everybody through- 
out the trade, that they are filled up. 

Senator MoNary. Testimony was given yesterday by a reliable 
man from Indiana that he went to the mills and tried to get paper. 
He was refused. He went to the broker, and by paying the tremen- 
dous price of 14 J cents he was accom^nodated, but the paper was 
sent to him from the mills that refused to take his order. 

Mr. Walsh. That is a newspaper man ? 

Senator McNary. A newspaper man; yes. 

Mr. Walsh. That has never nappened in our case. 

Senator McNary. Keeping that thought in mind, I am wondering 
if you have been content to do business with these transformed 
mills, or have you gone out and tried to do business with the legiti- 
mate mill that is in the newsprint business ? 

Mr. Walsh. We not only have been content but we had to; there 
has been no. choice in the matter. We have had to do one thing or 
another, go along in the paper business, dabbling in newsprint, or 
shut up our doors. 

Senator McNary. I would like to put in the record this bulletin 
issued by the O'Meara Co. 

(Tiie bulletin referred to is here printed in full, as follows:) . 

Walsh Exhibit 1. 

newsprint bulletin, supplementary to bulletin of april 24. 

New York, April 29, 1920. 

For immediate shipment, one carload 18J-inch rolls. This car at 14^ cents per 
pound, f. o. b. mill. Will accept order for part of this car, at f. o. b. mill price. 

For shipment in May, 100 tons 36i-inch, 100 tons 54}-ihch. This allotment at 14i 
cents per pound f. o. b. mill. 

For shipment promptly, 50 tons 122i-inch fill, such sizes as 70-inch, 35-inch, and 
52J-inch; or three 35-inch and one 174^-inch across the machine are suitable. One 
hundred tons 334-inch, 100 tons 66-inch, 67-inch, or 68-inch. This allotment at 14J 
cents per pound f. o. b. mill. 
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« 

Wire if interested in the above. All offers subject to prior sale. 
If none of the above meet your requirements, we shall be pleaded to have you refer 
your inquiries to us, and we shall adviee whether or not we can take care of you. 
Address communications to J. E. Walsh. 
Very truly, yours, ^ 

Maurice O'Meara Co. 

The Chairman. You say you have already been advised by the 
regular manufacturer that the capacity of his mill was exhausted by 
regular contracts ? 

Mr. Walsh. Yes; they advise you that. They will tell they have 
contracted for so much. In normal seasons they usually had a 
little surplus. For instance, the International Paper Co. XLse to 
oflfer a little surplus at the contract price. Last April when the 
newsprint was not quite in such large demand they had some surplus, 
and tney came to us and offered the contract price. 

The Chairman. That is April of last year? 

Mr. Walsh. Yes, April, 1919. This year the notice came out 
they had contracted for their supply, and they find their supplv is 
not sufficient to take care of all of their contract orders; thereiore 
they are not in the market. 

Ii I may explain in a word about this bulletin. I have already told 
you I only sent four of these. 

Senator McNary. You mean you only sent out four issues. ? 

Mr. Walsh. That is right. I sent them to 1,237 newspapers in 
the country, every newspaper in the country, because I had been re- 

J nested to do it by one of the newspaper representatives. Mr. 
*almer of the A. N. P. A. said certain of these little fellows could 
not get their paper anywhere. I said perhaps it is the question of 
price. Mr. Palmer said no. He said that some of them were willing 
to pay this price if they could get it at all. I had one of his lists, and 
he said solicit them all, and 1 sent out this bulletin. Prior to that 
time it was a hit-and-miss affair. 

The Chairman. You have never, during this paper shortage, 
gotten any paper from the big mills? 

Mr. Walsh. Last September the Bellows Falls Mill of the Inter- 
national Paper Co. contracted with our house for some catalogue 
paper. It was intended originally for export use. 

This was before this boom had started, or just about at the 
beginning. We paid for it 5i cents a pound and we sold it for SJ. 
It was originally intended for export, as I said, and originally sold 
at 6 cents I. o. b. mill. It was a question of credit. Sizes had to be 
changed, and the order had to be rearranged completely. So to 
facilitate the thing and get it all off the books, we sold it to the New 
York Journal for 5f cents a pound. It was not newsprint. It was 
a better paper than newsprint, but not quite as good as book. It was 
originally intended for export to Brazil. 

That is the only parcel of paper that I know of that our house has. 
ever bought since tne beginning of this boom was started. 

The Chairman. Now, Mr. Walsh, will you bring the list of your 
sales and purchases, the prices paid, showing the dates, so that we 
can have it for our use ? 

Mr. Walsh. Yes; I will be glad to get it together. It will take a 
little time. 

The Chairman. You can get it together in a few days, showing 
from September, 1919 ? 
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Mr. Walsh. All right; that simplifies matters, because if you go 
back to 1918 I do not know a thing about it. 

Senator McNary. I do not know that it would be of any service 
to the committee to go back that far. 

Mr. Walsh. I will tell you frankly, you are not going to get any- 
where with 1918 because it will not mean anything to you. In 
August of last year, 1919, the Osewgo Pulp & Paper Co. had a little 
parcel of paper, about 50 or 60 tons, that they wanted me to sell for 
them at the regular contract price of 3.75. 

Senator McNary. That was a converted mill? 

Mr. Walsh. No; a regular mill. They happened to have a little 
surplus. I tried to get rid of it but I could not sell it. 

Senator Walsh of Massachusetts. There was not any call for it 
then ? 

Mr. Walsh. No, sir; and now we can not get it. Along in the last 
days of August or the first days of September the market pushed up 
a bit, with fall advertising. There has been a tremendous amount of 
advertising. What can you do ? I mean, if you are a newspaper 
man, and you conscientiously do not want to pay the high price for 
this spot market ne\\*s]^rint. 

Senator Walsh of Massachusetts. You claim that the demand is 
due to the excessive amount of advertising in the newspapers ? 

Mr. Walsh. It is, really. Frankly, take some of these movements. 
Take this Interchurch World Movement. That is a worthy cause 
and especially deserving of space. But do you know that such or- 
ganizations as this, with practically unlimited cash back of them, are 
willing to pay any price for the space, and that you can not deny 
them. If you say to them, ^^ You can only have a half page, and it 
will cost you $2,500 an issue.'' ''AJl ri2:ht, that is satisfactory.'' 

The Chairman. That is ail, Mr. Walsh. 

Mr. Walsh. I can not say when I will be able to prepare this state- 
ment. I will do it as speedily as possible. 

The Chairman. Get it to us in the next two or three days. 

Mr. Walsh. Do you want me to appear before you again ? 

The Chairman. No; I think not. If you send us the statement 
under oath, under the same oath that you have taken here, I do not 
think it is necessary for you to come back. Make it as clear and 
distinct as you can. 

STATEMElirT OF WILLIAM FOBBEST BOBINSON. 

(The witness, being first duly s)Vorn, testified as follows:) 

The Chairman. State your lull name ? 

Mr. Robinson. William Forrest Robinson. 

The Chairman. With whom are you connected ? 

Mr. Robinson. I am with Acker Co., of New York. 

The Chairman. What are they ? 

Mr. Robinson. Pulp and paper brokers, commission agents. 

The Chairman. Is it a cor])oration or a partnershin ? 

Mr. Robinson. The summons was served on J. H. A. Acker per- 
sonally, but he is not in business for himseK. It is Acker & Co. (Inc.), 
and tne Acker Paper Sales Co. 

The Chairman. They are two corporations ? 
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Mr. Robinson. Two separate corporations. One deals in pulp 
only and the other in paper only. 

The Chairman. The Acker Paper & Pulp Co. ? 

Mr. Robinson. Acker & Co. (Inc.), dealing in pulp. 

The Chairman. And* what is the other? 

Mr. Robinson. The Acker Paper Sales Co. 

The Chairman. What do they deal in ? 

Mr. Robinson. Paper. 

The Chairman. Print paper or all kinds ? 

Mr. Robinson. Practically all "print paper. 

The Chairman. What is your relation to Acker & Co. (Inc.) ? 

Mr. Robinson. I am treasurer of both companies. 

The Chairman. Is there practically a common ownership of those 
two companies ? 

Mr. Robinson. Yes. 

The Chairman. A common control ? 

Mr. Robinson. Yes. 

The Chairman. How long have you been connected with those two 
companies ? 

Mr. Robinson. Since they started. The Acker Co. (Inc.), started 
the 1st of January, 1919, and the sales company the 1st of January, 
1920. 

The Chairman. What is the capital stock of Acker & Co. (Inc.) ? 

Mr. Robinson. An authorized capital of $100,000. 

Tlie Chairman. What is the capital of the other ? 

Mr. Robinson. The same in both, $100,000 authorized, and paid 
up, $50,000. 

The Chairman. In the paper company ? 

Mr. Robinson. $100,000 authorized, and paid up, '$50,000 in each. 

The Chairman. Do you manufacture anything in either of these 
companies ? 

Mr. Robinson. No. 
• The Chairman. Let us go to Acker & Co. (Inc.), which is the pulp 
company. I will refer to it as the pulp company. 

Mr. Robinson. Yes. 

The Chairman. Where does the pulp company purchase its pulp ? 

Mr. Robinson. Almost entirely in Canada; not wholly, but almost 
entirely. 

The Chairman. From whom ? 

Mr. Robinson. The Laurentide Co., Price Bros., the Abitihi Power 
& Paper Co. (Ltd.), Iroquois Falls. 

The Chairman. Did you bring with you a statement showing the 
purchases and sales ? 

Mr. Robinson. Yes, sir. 

The Chairman. You have handed me now a paper purporting 
to be a list of sales of the Acker Paper Sales Co. (Inc.). 

Mr. Robinson. Yes, sir. 

The Chairman. This then is a list of the paper company's business, 
not of the pulp company ? 

Mr. Robinson. There is nothing of the pulp company's affairs 
there at all. 

The Chairman. Let that paper now be marked as '^Robinson 
Exhibit No. 1." 
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(Note. — This paper is in possession of Senator Reed.) 

The Chairman. Have you a similar statement showing the transac- 
tions in the pulp company ? 

Mr. Robinson. No; I did not bring that. I understood this was 
ail inquiry that related to paper only. 

The Chairman. Well, tnat involves the materials and the costs. 

Mr. Robinson. I can supply that if you wish it. I did not think it 
was necessary. 

The Chairman. Does this Exhibit No. 1 show your complete 
transactions from the time your company began business in January, 
1920? 

Mr. Robinson. Yes, sir; down to the 30th of April. 

The Chairman. And it truthfully sets forth the prices paid by 
you and the prices received by you ? 

Mr. Robinson. Yes, sir; that is right. 

Senator McNary. How do the prices run? 

Mr. Robinson. Seven and one-half cents to twelve cents. Twelve 
cents I think is the highest price. 

Senator McNary. Are these the prices you paid to the manu- 
facturers? 

Mr. Robinson. Those are selling prices. 

The Chairman. Are these sales arranged in order as they occur ? 

Mr. Robinson. As they occurred; yes. The numbers follow con- 
secutively, you will see, from the beginning. 

The Chairman. I observe here, for instance, in order to get this 
right, a sale of 50 tons of paper, purchase No. 1150, and sale No. 237. 
Ine sale is at $11.75. In the sale before that you purchased at 
$8.60 and you sold at $8.90. The next sale afterwards you pur- 
chased at $8 and sold at $9. The singular thing is that the sale 
at $11.75 for 50 tons and the other two sales were sftialler; one was 
only 25 tons and one only 2 tons. How does that happen, that great 
discrepancy ? 

Mr. Robinson. Most of the sales you see are comparatively of 
small quantities, a single car or two cars. We take an average of 
25 tons to the car. That is the general understanding of a car. 

The Chairman. Yes; but you sold two tons at $8.90. 

Mr. Robinson. Yes, sir. 

The Chairman. And the sale immediately before that was 400 
tons, at $8. And immediately after you sold those 50 tons, which 
would be two carloads, at $11.75, you sold 25 tons for $9. The next 
sale is 25 tons, at $12, and the next sale after that is 40 tons, at $11.25, 
for which you only paid $8.5. How do those discrepancies occur? 

Mr. Robinson. There is one item there, I do not Know that I can 
tell you the particular one, where there was an exchange of paper, 
50 tons, for which we paid 9.75 and sold at 7.75, thereby losing 2 
cents. 

The Chairman. But that is not the item I am talking about. I 
am talking about these items down here, sale Nos. 234, 235, 236, 237, 
and 238. How did it come that you were able to buy paper at $8.60 • 
then immediately before that at $8, and paid $11.50 for paper sale 
No. 237 ? 

Mr. Robinson. The 50 tons at $11.50 is the only purchase from 
that one small mill. That was their price to us. 
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The Chairman. You sold that to the Chicago Daily News ? 

Mr. Robinson. Yes, sir. 

The Chairman. What is the fair broker's commission ? 

Mr. Robinson. Three per cent is the ordinary broker's commission 
when the trade is done on a commission basis. You will find a big 
proportion of the total there is done on 3 per cent and 2 per cent. 
If you look down the column you will find a large number of items, 
with large tonnage, done on the basis of 2 per cent commission. 

The Chairman. Two per cent ? 

Mr. Robinson. Two per cent. They are all indicated there. You 
can see them. They are all big items, over 400 tons items. 

The Chairman. Let us go to the first item, No. 201. You bought 
400 tons of paper at 7^ cents with a 2 per cent discount to youl 

Mr. Robinson. Yes, sir. 

The Chairman. And you turned it over at 7i cents flat? 

Mr. Robinson. Yes. 

The Chairman. So you only made 2 per cent ? 

Mr. Robinson. Yes. 

The Chairman. Is that a fair commission ? 

Mr. Robinson. It is under the usual tonnage commission. 

The Chairman. The next sale is 20 tons of paper, at 8^ cents — 
that is, purchased by you at 8i cents, less 3 per cent, and sold at Si 
cents flat. Is that a fair commission ? 

Mr. Robinson. Yes; I think so. 

The Chairman. There are a few sales of that kind indicated here. 
Then I find you made a purchase, No. 208, on this sheet, at 8i cents 
and sold at 8.75 That is a good deal mtore than 3 per cent, is it not? 

Mr. Robinson. That was not done on a commission basis. That 
was an ordinary purchase and sale, what you would call a merchan- 
dizing transaction. 

The Chairman. That is to say, you have two ways of doing 
business ? 

Mr. Robinson. Yes. 

The Chairman. One is that merely as a broker yc^u go and find 
paper for another man, and having found it you place his order with 
the factory ? 

Mr. Robinson. Yes. 

The Chairman. And he gets the paper directly from the factory ? 

Mr. Robinson. Yes. 

The Chiarman. For which you get a commission of 2 to 3 per cent ? 

Mr. Robinson. Yes. 

The Chairman. Your other method of doing business is this, that 
if you find a man who wants paper, and you know where there is a 
paper supply, or think you know, you proceed to sell him so many 
pounds of paper. Then you quote the paper at whatever price you 
can? 

Mr. Robinson. Yes. 

The Chairman. That is right, you being a speculator to that . 
extent ? 

Mr. Robinson. More frequently the buyer comes to us and asks 
us if we can get him paper at — he frequently names an outside price 
which he is willing to pay. In that case we go over to a mill that we 
think can supply the sizes he wants, and ask their price of that paper. 
If a sale is made, it goes through. 

14983—20 ^3* 
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The Chairman. And you make the diflference ? 

Mr. Robinson. Yes. 

The Chairman. If I come to you, to illustrate, and state that I have 
to have some paper and I will give you 12 cents, you go out and buy 
that paper as cheaply as you can ? 

Mr. Robinson. Surely. 

The Chairman. And bring it over to me at 12 cents, and you make 
the diflFerence. That is the case, is it not ? 

Mr. Robinson. That is the case. There is one item here that will 
elucidate: No. 242 on the second page. There we bought at 8i and 
sold at 12 J. 

The Chairman. You bought 200 tons of paper at $8.50 per 100 
pounds and you sold it for $12.50 per 100 pounds ? 

Mr. Robinson. Yes. In that case the buyer who is not a pub- 
lisher in the ordinary sense of the word came to us, and of my own 
knowledge he went to at least six other mills, I don't know how many 
more. He fixed his own price and said, ^'At 12 J cents how much 
can you deliver during May up to 2,000 tons?-' We took 200. That 
was all the paper we could get. 

The Chairman. In that case you bought from the Finch-Pruyn 
Co.? 

Mr. Robinson. Yes. 

The Chairman. There is another item here of interest. D. L. 
Ward & Co. I am referring to sale No. 245. 

Mr. Robinson. Yes. 

The Chairman. He got 50 tons of paper from you and you paid for 
it $8.50 and sold it for $12 flat. That is rght ? 

Mr. Robinson. Yes. 

The Chairman. D. L. Ward & Co., are they paper printers? 

Mr. Robinson. They are paper jobbers in rhiladelphia and buy 
generally in the market. I think they also represent one or two small 
mills. 

The Chairman. Did they come to you and offer you $12 in that 
case ? » 

• Mr. Robinson. I think so. 

The Chairman. Or did you circularize ? 

Mr. Robinson. No. They have been running after us all winter. 

The Chairman. They are paper jobbers ? 

Mr. Robinson. Paper jobbers in Philadelphia. 

The Chairman. On that you made $3.50 a hundred? 

Mr. Robinson. Yes. 

The Chairman. That went to D. L. Ward, a paper jobber ? 

Mr. Robinson. Yes. 

The Chairman. Do you know what Ward got for that paper ? 

Mr. Robinson. I have not the faintest idea. 

The Chairman. You bought it from the Finch-Pruyn mill ? 

Mr. Robinson. Yes, sir. 

The Chairman. Did you have any contract with them, or did you 
have to go there and get whatever price you could ? 

Mr. Robinson. No; no contract. 

The Chairman. Did you have any selling arrangement with them 
generally ? 

Mr. Robinson. We have a verbal arrangement by which they give 
us 200 tons of paper a month. We have one contract with them. 
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The Chairman. What is that contract ? 

Mr. Robinson. That contract is for 4,800 tons of paper to be taken 
during 1920, no price fixed. 

The Chairman. Will you let me see that contract ? 

Mr. Robinson. Yes, sir. 

The Chairman. The contract which you handed me with the 
Finch-Pruyn Co. calls for 4,800 tons of paper a year. Have you other 
contracts with other manufacturers ? 

Mr. Robinson. No. 

The Chairman. Is this the only contract? 

Mr. Robinson. That is the only written contract we have. 

The Chairman. Is that the chief source of supply for your 
company ? 

Mr. Robinson. That contract and a verbal arrangement by which 
we are to get what extra tonnage they can spare us, are the two 
sources that constitute almost our whole supply. 

The Chairman. Is that verbal contract with the Finch-Pruyn' Co.? 

Mr. Robinson. Yes. I should say we get 87 per cent of our paper 
this year from that mill. 

The Chairman. What other mills have you gotten paper from? 
Is that on the list ? 

Mr. Robinson. It is on the list. 

The Chairman. Which is your Exhibit No. 1 ? 

Mr. Robinson. Yes, sir. 

The Chairman. Under the head of mills they are all listed ? 

Mr. Robinson. They are all listed. 

The Chairman. They are all the mills? 

Mr. Robinson. Yes, sir. 

The Chairman. As a matter of fact you got them a very consider- 
able supply of paper from other mills, did you not? 

Mr. Robinson. We appear to have had 500 to 50 tons from other 
mills than Finch-Pruyn. 

The Chairman. How much did you get, all told, from Finch- 
Pruvn Co. ? 

Mr. RobiNSON. I will have to count that up. 

The Chairman. Approximate it if you can. 

-Mr. Robinson. So far we appear to have had 3,750 tons from 
Finch-Pruyn, and approximately 500 tons from other mills. 

The Chairman. Wnat is the nature of the oral contract which 
you have with Finch-Pruyn Co. ? 

Mr. Robinson. It is simply that what paper they may be able to 
spare over and above their own requirements for their own customers 
they will give us as much as they can of it. It varies in quantities 
from month to month. 

The Chairman. At the same price that is named in the written 
contract ? 

•Mr. Robinson. No; that is a price fixed each month. Even the 
written contract has no price stipulated. 

The Chairman. I know; the written contract has the price fixed 
each month, and are the terms of the oral contract of that same 
character ? 

Mr. Robinson. Yes. 

The Chairman. How much are you to get under the oral contract? 
Merly what they can release to you? 

Mr. Robinson. What they can give to us. 
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The Chairman. Then to put it in a word, you have a written 
contract for 4,800 tons? 

Mr. Robinson. Yes. 

The Chairman. Which they are obligated to deliver to you? 

Mr. RoBNSON. Yes. 

The Chairman. Then you have an oral contract that if they 
have any further surplus that you want they will give it to you ? 

Mr. Robinson. Yes. 

The Chairman. On the same terms and conditions you get thfr 
paper under the written contract with reference to price. That is, 
the price is fixed in the same manner from day to day? 

Mr. Robinson. The price is fixed in the same manner, but I 
would not say it would be exactly the same price. 

The Chairman. It would be the same price if it was fixed at the- 
same time ? 

Mr. Robinson. It might or might not be. The idea of the 4,800- 
ton contract is that all of that paper is to go to the New York Times. 
That contract was made long before we had any idea of getting any 
considerable tonnage from tnem. We simply take that 4,800 tons, 
at whatever price from month to month tney charge us, and turn: 
it over to the Times with a 2 per cent commission. The extra tonnage^ 
arising out of the verbal contract they are free to fix prices from 
month to month according to what they think the market will 
justify. 

The Chairman. But the 4,800 tons, the understanding was that: 
was to go to the New York Times ? 

Mr. Robinson. Yes, sir. 

The Chairman. You are not at liberty to sell that elsewhere? 

Mr. Robinson. We would be if the New York Times did not want 
it. They have first claim on it. 

The Chairman. All the paper that you bought from these other 
companies then has been simply haphazard purchases, with no con- 
tracts or agreements or arrangements back of them? 

Mr. Robinson. Yes; following a day-to-day merchandising, with 
the one exception. There is 100 tons there we bought for the New 
York Times. 

The Chairman. What is the number of that ? 

Mr. Robinson. That is No. 217. 

The Chairman. Two hundred and seventeen shows that you bought 
100 tons from the Oswego Falls Paper Co. at 8J cents, less 2 per cent, 
and sold it to the New York Times at 8 J cents flat ? 

Mr. Robinson. Yes sir. 

The Chairman. Your contract with the New York Times is calcu- 
lated to allow you a 2 per cent commission ? 

Mr. Robinson. That is all we get. 

The Chairman. All you get ? 

Mr. Robinson. Yes, sir. 

The Chairman. And all the paper that you have under contract, 
regular contract, I presume is to go to the New York Times if they 
want it? 

Mr. Robinson. From the Finch-Pruyn Mills. I think I made a. 
misstatement a moment ago. I said that was the only written con- 
tract we had. If you will look at the last two items on that second 
sheet, they refer to two contracts with the Bedford Pulp & Paper 
Co., of Big Island, Va. 
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The Chairman. Have you that contract with you ? 

Mr. Robinson. Yes; I have it here. 

Senator McNary. Is that a converted mill ? 

Mr. Robinsons I think they have gone on to newsprint quite 
recently. They are not ordinarily in the business, I know. 

Senator Walsh of Massachusetts. What is the date of that con- 
tract ? 

Mr. Robinson. Some time early in March. 

Senator Walsh of Massachusetts. Of this year ? 

Mr. Robinson. Yes, sir; two months ago. J n those cases we acted 
«s an agent, made contracts which are signed between the mill and 
the newspaper purchaser. Our contracts in both cases provide us a 
commission, in one case 3 per cent and in the other case of $5 per ton. 

Senator McNary. I am sorry to say my attention was engrossed 
by another matter. Your highest sale made since January 1 of this 
year was 11^ cents? 

Mr. Robinson. 12^. I said 12 before. I notice there is one item 
there of 12^.' 

Senator McNary. Have you had all of the paper that you wanted 
to supply to your customers? 

Mr. Robinson. No. I would like to get all I have been asked for 
by buyers. 

Senator McNary. Are you limited by contract to the amount you 
have for resale? 

Mr. Robinson. These three contracts are the only contracts that 
we have. Other than that we have to go into the market and buy it. 

Senator McNary. How often do you go into the market? 

Mr. Robinson. Sometimes two or three times in a week, then we 
miss a day or two. Tt depends on the inquiries we have. 

Senator McNary. That is the spot market ? 

Mr. Robinson. Yes, sir. 

Senator McNary. Do you deal with brokers when you go into 
that market? 

Mr. Robinson. Occasionally. We prefer dealing direct. 

Senator McNary. The mills with which you deal are usually the 
converted mills, or are they the old standard newsprint mills? 

Mr. Robinson. Finch-Pruyn is a regular newsprint mill. The 
Arrowhead I am not sure whether they always made newsprint or 
not. The Oswego Falls does. The Bedford does not. 

Senator McNary. In dealing with the converted mill and the news- 
print mill, do you find any difference in price that these mills charge ? 

Mr. Robinson. Yes. 

Senator McNary. That is the point I want you to cover while 
Senator Reed is looking over your list. 

Senator Walsh of Massachusetts. What is the difference ? 

Mr. Robinson. The difference in actual price, of course, varies 
from time to time. 

Senator McNary. Which uniformly charges the more or the less ? 

Mr. Robinson. The newcomers in business. 

Senator McNary. I want to know just about what the differential 
is between these two classes of mills ? 

Mr. Robinson. It is very hard to say, for this reason. These 
converted mills, as you call them, very few of them have any arrange- 
ments ahead for any length of time for their raw material. It is 
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almost impossible to get a price from any of them for longer than 
30 days at a time, due to the fluctuation in the price of pulp. 

Senator McNary. You have said they charged you more than the 
newsprint mill ? 

Mr. Robinson. They do, for several reasons. 

Senator McNary. I am not asking the reasons. Can you not 
estimate the spread ? 

Mr. Robinson. You can see the actual figures that we have. 
That is the best evidence. • 

Senator McNary. Does it amount to as much as five cents a pound ? 

Mr. Robinson. Take all the Finch-Pruyn tonnage; that starts at 
7i and the highest is 8i. 

Senator McN ary. That is a newsprint mill ? 

Mr. Robinson. Yes. Now you go to the Arrowhead, and they 
vary from 8i right straight to 11 J. 

Senator McNary. That is, while the Finch-Pruyn Co., which is 
a newsprint mill, was charging you 7 and 8 cents, this converted 
mill was charging you llj ? 

Mr. Robinson. "Yes, sir. 

Senator McNary. There is a difference of 4i or 3i cents a pound ? 

Mr. Robinson. Yes. 

The Chairman. What is the Island Paper Co. ? Is that a con- 
verted mill ? 

Mr. Robinson. I do not know very much about it. It is a small 
mill in northern New York State. 

The Chairman. Will you tell me why — and I refer you to the 
sale numbers — to 238 and 239, each for 25 tons — ^you purchased 
one of these 25-ion lots for $8 and sold it at $9, and you purchased 
the very next purchase which was 25 tons, all from the Island Paper 
Co., at $11.50, and sold for $12. How can you account for that? 

Mr. Robinson. I can not account at all for the prices they quoted 
us. 

The Chairman. This was all done within a day or two, was it 
not, as to all these transactions ? 

Mr. Robinson. They may or may not. They only go by numbers. 
They happened to be side by side. 

The Chairman. Won't you put the dates on these purchases for 
us and complete this instrument ? 

Mr. Robinson. I can; yes, sir. 

Senator McNary. Do you find any difficulty in getting small 
quantities of paper print now and then from these newsprint mills? 

Mr. Robinson. Outside of Finch-Pruyn we have not been able to 
get any from any of the regular newsprint mills. 

Senator McNary. They do give you this newsprint at different 
intervals ? 

Mr. Robinson. No; I say the only regular newsprint mill we have 
bought from is the Finch-Pruyn miU. 

Senator McNary. I am speaking of the mill. You do get from 
time to time paper ? 

Mr. Robinson. Yes. 

Senator McNary. On order ? 

Mr. Robinson. Yes. 

Senator McNary. Have they not long-time contracts with other 
newspapers? 
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Mr. Robinson. Yesj I believe they have to a certain extent. 
They have never been m the habit of contracting for their full output. 

Senator McNary. For that which they reserve and do not con- 
tract for they charge a considerable higher price ? 

Mr. Robinson. Finch-Pruyn*s policy has alwaj's been to keep 
from 20 to 35 per cent of their output for the spot market. They 
are a spot market mill. 

The Chairman. He did not answer your question, which was 
whether they charged considerably more. 

Mr. Robinson. Not a great deal. I can tell you. Take the first 
item, 400 tons at 7i cents. That was in January. As a matter of 
fact, it was arranged for in December before the market was in a 
special condition. 

Senator McNary. Did you buy 400 tons, at 7J ? 

Mr. Robinson. This comes under this 4,800-tou contract. In 
February 400 tons went at the same price. The March 400 tons at 
the same price; all at 7 J cents. 

The Chairman. That is all under the contract? 

Mr. Robinson. Yes; all under the contract. The first raise in that 
<5ontract price is for the April 400 tons, at 8 cents. Now, all down 
in between there there are small lots, 25 tons, at 8 cents it is pretty 
well 8 cents and 8i. 

Senator McNary. They charged you, then, about a cent a pound 
more? 

Mr. Robinson. Oh, no; I should say an average of a (juartcT of a 
cent more for spot; from a quarter to a half cent. 

Senator McNary. This is the thing I do not understand, and it has 
run through the whole controversv. We have had a number of wit- 
nesses here who have shown that they have made contracts in De(»cm- 
ber of last year and in January of this year from 4] to 5 cents a pound. 

Mr. Robinson. With the mills ? 

Senator McNary. Yes. During that same period you tell uh you 
made contracts for 7i and 8 cents. I don't understand how a thing 
like that can operate ? 

Mr. Robinson. That contract there is dated October 25. 

Senator McNary. How is that, when you did not begin work until 
January 1, 1920? 

Mr. Robinson. We had the organization in mind, and wc wore 
helping the New York Times all last summer to get papcT when they 
were snut out from their supply from Canada. Wo bought pa[)er 
for them in June and July from the Pacific coast. 

Senator McNary. You know, as a matter of fart, when you ma<le 
this contract in October that jou were not justifi(»d in ('ontraeting for 
this price, do you not ? 

Mr. Robinson. There is no price there. 

Senator McNary. Subsequently the price is fixed in Deeember? 

Mr. RoBixsox. Yes. 

Senator McXary. Then, in December, did not vou know you were 
contracting with these people at 2 or 3 cents above the market price? 

Mr. Robinson. That contra^^t was made by us at the requrri-^t of the 
New York Times. The New York Timr*s wa.s in desperate* need o! 
paper. It came to use and >.aid. **G*t us paper wherever you eari/' 

Senator McNary. So tliey v.ere willing to go out and buy paper 
at 21 and 3 cents 

Mr. Robixsox. At anvthirijr. 
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Senator McNary. At anything above the market price ? 

Mr. Robinson. Presumably. 

Senator McNary. In order to get the paper ? 

Mr. Robinson. Presumably so, because they did it. 

Senator McNary. Don't you know as a broker, and I assume you 
do, that at thatr time many of these mills were making contracts with 
papers throughout the country for paper at from 4J to 5 cents a 
pound, and the contract was adjustable in 90 days ? 

Mr. Robinson. I think that was about the average contract price 
at the time. 

Senator McNary. But still the Times wanted you to go out ? 

Mr. Robinson. Yes. 

Senator McNary. And pay this great big sum of 7 cents ? 

Mr. Robinson. For an excellent reason. 

The Chairman. What is it? 

Mr. Robinson. Because they could not get paper anywhere else. 

Senator McNary. That is all the paper sold for at these other mills. 

Mr. Robinson. The Times was unable to buy it; I don't know why. 

Senator McNary. That seems peculiar. Other men have testified 
that along the latter part of January they signed contracts with the* 
International people, which is the largest concern, and with the Great 
Northern, at 4i and 5 cents ? 

Mr. Robinson. Mr. McAneny can tell you more about the Times' 
troubles than I can. I know they were unable to make a contract 
for their full year's supply. 

Senator McNary. All right. Here is another thing. You claim 
you have sold during January and until the present time at from 
7i to 12 cents? 

Mr. Robinson. Yes. 

Senator McNary. I hold in my hand a bulletin and several letters 
issued by the O'Meara Co., offering paper at 14^ cents. How does 
it happen you are underselling them in the market 2 and 3 cents ? 

Mr. Robinson. I don't know, I am sure. I suppose they were out 
to make what they could; 

Senator McNary. You believe in buying your paper at a cheap 
price ? 

Mr. Robinson. As a general rule our business in both pulp and 
paper has been confined to the commission basis; 2 and 3 per cent. 
Over 70 per cent of the total of 6,100 tons on that sheet is either on 
the basis of 3 per cent or less. You can figure it out. The remaining 
27 or 28 per cent is paper that we bought to sell on our own account 
as merchants. 

Senator McNary. Do you sell paper for any of these manufac- 
turers as their agents ? 

Mr. Robinson. In those two Big Island contracts I think we are 
mentioned there as agents. 

Senator McNary. In doing that do you find a purchaser and place 
the price, or does the manufacturer place the price ? 

Mr. Robinson. The manufacturer places the price. 

Senator McNary. You seU simply on commission ? 

Mr. Robinson. The commission is all we get. 

Senator McNary. You assume no responsibility ? 

Mr. Robinson. We had a very narrow escape from making a big 
loss on that contract, I may say, since the doors are closed. Some- 
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body thought the price was 9 cents, and sold it at 9 cents. We dis- 
covered the mill price was 9i, and we had to go on our knees to both 
I)arties to straighten it out. We got 3 per cent in one case and a little 
ess in the other. 

The Chairman. You have your list of customers to whom you sold. 
I am going to refer to each of them by the number of the sale so as 
to make the testimony clear. 

Item 201 is a sale to the New York Times, and it was newsprint 
paper ? 

Mr. Robinson. Yes. 

The Chairman. Item 203 is a sale to J. W. Butler Paper Co. What 
is the J. W. Butler Paper Co. ? 

Mr. Robinson. They are a big wholesale paper jobbing house in 
Chicago. They handle practical^ all lines. 

The Chairman. The next one is Perkins-Goodwin & Co. ; what are 
they « • • 

Mr. Robinson. They are paper brokers or jobbers, I suppose is the 
proper name. 

The Chairman. Then we come to Chatfield & Woods; what are 
they? 

Mr. Robinson. The same; they are in Cincinnati. 

The Chairman. Thej are brokers ? 

Mr. Robinson. And jobbers. 

The Chairman. Are they jobbers or brokers? Is there a distinc- 
tion between jobbers and brokers? 

Mr. Robinson. I don't know much about it. Chatfield & Woods 
handle a great many lines of paper; news and other leading stock. 

The Chairman. The Whitaker Paper Co.; are they brokers or 
jobbers ? 

Mr. Robinson. They are jobbers. 

Senator Walsh of Massachusetts. The same as yourself ? 

Mr. Robinson. They are on a bigger scale. They have big ware- 
houses and branches in different cities, and they keep stocks. 

Senator Walsh of Massachusetts. You do not Keep any stock 
at all? ^ 

Mr. Robinson. No. The Whitaker Paper Co. are wholesale mer- 
chants, you might call them. 

The Chairman. The Seaman Paper Co.; they are jobbers and 
brokers ? 

Mr. Robinson. I think so. They are a branch of the Birmingham- 
Seaman Co., of Chicago. 

The Chairman. The Manufacturers' Paper Co.; they are brokers 
or jobbers? 

Mr. Robinson. Yes. 
. The Chairman. D. L. Ward & Co. ? 

Mr. Robinson. They are jobbers in Philadelphia. 

The Chairman. Darling & Corey Co. ? 

Mr. Robinson. Also jobbers. 

The Chairman. The Wright Co., are they jobbers? 

Mr. Robinson. They are much like ourselves, brokers. 

The Chairman. The Ashland Independent Publishing Co. ? 

Mr. Robinson. That evidently is a newspaper. 

The Chairman. The Western Electric Co. v 
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Mr. Robinson. That paper, I think, was to print telephone di- 
rectories or something of that nature. I am not positive, but I 
think that is what it was. 

The Chairman. I think that covers all of them except those nanie& 
that are entirely newspapers ? 

Mr. Robinson. Yes. 

The Chairman. Can you explain any further than you already 
have about these discrepancies in price? Here is purchase No. 238,. 
from the Ashland Paper Co., and sold to the Boston American, the^ 
purchase being $8 and the sales price $9. In contrast to that is the 
next purchase number, No. 239, at $11.50 and sold at $12 to th& 
Ashland Independent Publishing Co. ? 

Mr. Robinson. I think it is Ashland, Ind. 

The CHAIRMAN. The Ashland, Ind., Publishing Co.? 

Mr. Robinson. No; offhand, I can not. I can look that up and 
let you know. 

The Chairman. The Seaman Paper Co. are dealers, you say? 

Mr. Robinson. Yes. 

The Chairman. Can you tell us why you charge the Seaman Paper 
Co. $11.25 for paper that only cost you $8.50? 

Mr. Robinson. Most probably Seaman made his own price, as a 
good many of them do. 

The Chairman. It appears that some of your very highest margins 
have been made where you bought the paper and sold it to another 
paper dealer. How does it come you were able to go and buy thia 
paper when you had no contracts except those you have produced, 
at a price so much below what these men who are in the paper busi- 
ness paid you ? Why could not they go and get this paper the same 
as you did ? 

Mr. Robinson. I don't know. They may not be able to buy from 
the same people. And the matter of sizes has a good deaf to do 
with it. 

The Chairman. Whatever the size was, if you inade a profit from 
$8.50 to $11.25, would it not follow that these people might have 
gone to the Finch-Pruyn Co. and got that paper at the same price 
you did, or approximately? 

Mr. Robinson. I don't know what Finch-Pruyn? would do with 
them, I am sure. 

The Chairman. The Seaman Paper Co. is supposed to be a live 
and awake concern, are they not? 

Mr. Robinson. I think so'. 

The Chairman. Take the Tribune Printing Co., sale No. 230. 
They bought 25 tons from you. You bought it at $8.25 and they 

Eaid $10.25. Why could not they go to the Finch-Pruyn Co. and 
uy that paper? They certainly know the paper business. 
Mr. Robinson. Well, I don't know why they could not, unless it 
was that the Finch-Pruyn people, under tnis verbal contract I speak 
of, had given us what tonnage they had to spare for that month. 

The Chairman. But it was at the market price that you were to 
pay, not your contract price, and it was to be adjusted from month 
to month. I can not understand why these newspapers and these 
paper dealers who must know something about the business of buy- 
mg paper, paid you in some instances these enormous advances over 
the price you paid to the manufacturing company. 
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Mr. Robinson. They have, ' because they are willing to pay. I 
say, that in 19 out of 20 cases, they have come and fixed their own 
price. 

The Chairman. Why do they come to you and offer you these 
prices ? 

Mr. Robinson. I don't know. 

The Chairman. When the mills over there are offering paper at a 
much less price ? 

Mr. Robinson. We could ship that paper abroad and get a good 
deal more money for it. 

The Chairman. The mill could ? 

Mr. Robinson. We could; the mill could, too. 

The Chairman. And right along, day by day, vou were making 
sales with only a moderate profit, days that lay right up beside these 
days when you made these big profits. If you were going to ship 
abroad, why did you not ship it all abroad and make the money? 
Now, Mr. Robinson, there is a reason for all this, and this committee 
wants to know what it is. 

Mr. Robinson. I can not tell you the reason. 

The Chairman. It is a perfectly idiotic performance. 

Mr. Robinson. It is a matter of supply and demand. I can not 
control it, you can not, and the mill can not. 

The Chairman. No ; it is not supply and demand, because supply 
and demand, uninterfered and unregulated, takes substantially the 
same price. It is a perfectly idiotic performance for a paper dealer 
who knows the mills and knows the market to come to yo\x and offer 
vou a price 3 or 4 cents over the price the mill is selling it at, unless 
he can not get it itova the mill. 

Mr. Robinson. He may not be able to get it from that particular 
mill. 

The Chairman. Why not ? 

Mr. Robinson. I will show y6u one reason. Here is a sale. No. 
221, for which we paid QJ cents and sold it at 7.75 cents. We lost 
out on it because it was a bad size, and we had to ship the odds and 
ends. 

The Chairman. The question of bad size in that particular sate 
does not answer the question I am asking you at all. 

Mr. Robinson. I could give you 40 sizes that would not suit this 
mill and that mill and some other mill. 

The Chairman. Exactly; but this paper that Seaman & Co. 
actually paid you $11.25 for must have been the kind of a size that 
suited them or they would not have paid that price. 

Mr. Robinson, i es. 

The Chairman. It must have been in the mill or you could not 
have bought it from the mill. 

Mr. Robinson. Yes. 

The Chairman. That is true, is it not ? And if the right size was 
in the mill and you could buy it at $8.50, what is the reason that 
Seaman & Co. could not buy that same size in the mill? 

Mr.. Robinson. The only reason I can suggest is that Finch-Pruyne 
had sold us the paper before Seaman wanted it. Finch-Pruyne don't 
give it for sale to anybody. 

The Chairman. And you had a little corner on the market by 
yourself ? 
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Mr. Robinson. We had a corner, if you would call it a corner, on 
400 tons of that size of paper. 

The Chairman. Will you give the dates on this paper. Exhibit 
No. 1 , when you got this paper in each instance and when you sold it ? 

Mr. Robinson. I will; I will have to sent to you. 

The Chairman. Very well. To what extent have the paper dealers 
bought and sold to each other, as they apparently have done with 
you ? Is that common among them ? 

Mr. Robinson. I can not speak of any of them but what I have 
here. 

The Chairman. You do not seem to have bought any except from 
the paper manufacturers, have you ? 

Mr. KoBiNSON. Verv little. We bought a little from Perkins- 
Goodwin and D. L. Ward. 

The Chairman. In that sale there you seem to have paid 9 J cents 
(this is No. 221) and sold it for 7.75, plus 2 per cent? 

Mr. Robinson. Yes. 

The Chairman. Does that represent a loss ? 

Mr. Robinson. It probably was an exchange of sizes. 

The Chairman. On which you actually did not make a loss ? 

Mr. Robinson. On which we broke even, maybe made 3 per cent 
or $5 a ton, or somewhere around there. 

The Chairman. Now, with the exception of Goodwin & Co., it 
appears you bought from D. E. Ward & Co. and sold to the Trenton 
Times ? 

Mr. Robinson. Yes. 

The Chairman. And you bought at 10 cents and sold at lOi ? 

Mr. Robinson. At lOJ and lOJ. 

The Chairman. Yes. 

Mr. Robinson. I don't know where that paper comes from, some 
small mill up in Pennsylvania. 

The Chairman. Is it true that some of the^e paper mills give to 
brokers practically the stocks of aU their excess output; that is, all 
they have outside of contracts ? 

Mr. Robinson. That is more or less a common custom in both the 
pulp and paper trades. 

The Chairman. Do I understand it is the custom for the mills to 
make some contracts and then agree to give its surplus to some par- 
ticular dealer? 

Mr. Robinson. Sometimes they confine it to one, sometimes they 
-confine it to two or three. 

The Chairman. And that dealer entitled to that surplus when the 
market is short can sDeculate a little on his contract ? 

Mr. Robinson. The miU of course does not know where the paper 
is going and what is going to be done with it. He can build a bonfire 
if he likes. 

The Chairman. He can speculate in it ? 

Mr. Robinson. Yes, sir. 

The Chairman. And he can put the bonfire under the other fellow, 
And he generally tries to do it, does he not ? 

Mr. Robinson. Sometimes. 

The Chairman. Is this custom you speak of, of the brokers having 
contracts for the surj^lus of the mills, pretty general ? 



NEWSPRINT PAPER INDUSTRY. 45 

Mr. Robinson. I don't know whether, it is general in this country 
or not. It is fairly general in Canada, where I came from. I know 
more about the practice there than I do down here. 

The Chairman. Is it pretty general for the brokers in this country 
to have a contract of that nature, that we have just discussed, with 
Canadian mills ? 

Mr. Robinson. As far as newsprint is concerned, I do not think 
there is very much Canadian newsprint sold in the United States to 
United States brokers, with one exception. That is the George 
Meade Co., of Dayton, who represent the Spanish River & Abitibi. 
They sell aU their output both in Canada and in the States. They 
are, you might say, the sales oi^anization in those two miUs. They 
have no sales organization of their own. 

The Chairman. Do they make contracts now for the surplus of the 
Canadian mills? 

Mr. Robinson. They contrkct for everything. I do not think 
there is any spot tonnage put out. 

The Chairman. That is, with George Meade & Co. ? 

Mr. Robinson. Oh, no. Meade acts in that case as agent. 

The Chairman. And takes it up in contracts ? 

Mr. Robinson. Meade gets a commission the same as we do. 

The Chairman. Then it gets down to this: It is the American 
paper miU, by which I mean the mill in the United States, that is in 
the habit of contracting its surplus to a certain broker or to brokers, 
thus giving to the broker practically the control of the spot paper. 
That is the case, is it not ? 

Mr. Robinson. That is my understanding of it. 

The Chairman. So that as a matter of fact now it is the broker 
who has control of the spot market because he has control of the spot 
supply. That is about where we come out ? 

Mr. Robinson. I would say the brokers, because there are any 
God's Quantity of them. 

The Chairman. I say the brokers. That is where we come out. 

Mr. Robinson. There are too many of them in the business; that 
is the trouble. 

The Chairman. Do I get an answer to my question ? That is about 
where we come out ? 

Mr. Robinson. That is about my understanding of the American 
situation. 

The Chairman. So if there has been a corner in the American 
newspaper spot market it can be charged to the brokers who control 
practically all of the newsprint contracted paper? 

Mr. Robinson. Well, I do not think there is anv corner. 

The Chairman. I say, if there has been one, if there have been 
excessive prices charged. That is true, is it ? 

Mr. Robinson. I have no doubt a lot of brokers have made a lot 
of money. 

The Chairman. Your concern has $50,000 of paid-up capital ? 

Mr. Robinson. Yes. 

The Chairman. It has been organized since the first of the year. 
How much money has it made ? 

Mr. Robinson. I don't know. 

The Chairman. You are treasurer. 

Mr. Robinson. We have not got anywhere yet where we can tell 
very well. 
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The Chairman. You have not got ready to cut the melon ? 

Mr. Robinson. We have been organized only four months. 

The Chairman. You have been pretty prosperous, have you not ? 

Mr. Robinson. Nothing to frighten anybody. 

The Chairman. How many employees do you have in your 
institution ? 

Mr. Robinson. I suppose there are 10 altogether, roughly IC 

The Chairman. Ten in both companies ? 

Mr. Robinson. Yes. 

The Chairman. In both companies ? 

Mr. Robinson. Yes. 

The Chairman. How many of those are mere salaried employees ? 
I mean by that, stenographers and bookkeepers ? 

Mr. Robinson. Eight. 

The Chairman. Eight are stenographers or bookkeepers? 

Mr. Robinson. Yes; and salesmen. 

The Chairman. They get an average of what amount, approxi- 
mately ? 

Mr. Robinson. The stenographers are getting from $25 to $30 a 
week. 

The Chairman. And the bookkeepers ? 

Mr. Robinson. The bookkeepers about $30. 

The Chairman. That is 7 of the 10, did you sa\^? 

Mr. Robinson. I think we are about 10 all told. I have not 
counted them up to the last man. 

The Chairman. Have you any sales agents that are paid a salary 
or commission ? 

Mr. Robinson. We have a couple of travelers. 

The Chairman. How do you pay them, commission or salary ? 

Mr. Robinson. Salary. 

The Chairman. What do you pay them ? 

Mr. Robinson. About $4,000 a year. 

The Chairman. Apiece ? 

Mr. Robinson. $4,500. 

The Chairman. They represent both the companies, do they ? 

Mr. Robinson. We have one man on pulp at $4,000 and one man 
on paper at $5,000 and one man on paper at $8,000. 

The Chairman. That makes 9 of the 10 employees. Who is the 
tenth man ? 

Mr. Robinson. The tenth man is the manager. 

The Chairman. What does he get ? 

Mr. Robinson. Of the pulp company, $5,000, and of the paper 
company, ¥7,500. 

The Chairman. The same man ? 

Mr. Robinson. Yes. 

The Chairman. He is one of the proprietors, is he not ? 

Mr. Robinson. He has a small interest. 

Senator McNary. That is $12,500 for him? 

Mr. Robinson. Yes, sir. 

Senator Walsh. None of the men get a commission ? 

Mr. Robinson. No. 

The Chairman. What quarters do you have ? Have you a ware- 
house, or just an office? 

Mr. Robinson. No; we do not stock anything. 
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The Chairman. You just have an office ? 

Mr. Robinson. Newsprint is our business and it is not possible 
to stock it. 

The Chairman. In other words, you have just an office? 

Mr. Robinson. Yes. 

The Chairman. Where is your office? 

Mr. Robinson. 527 Fifth Avenue, New York. 

The Chairman. How many rooms have you ? 

Mr. Robinson. Four. 

The Chairman. How much rent do you pay? 

Mr. Robinson. We have been paying $3,500; we are going to pay 
$4,500 up to the 1st of July, and after that $5,500. 

The Chairman. A year ? 

Mr. Robinson. Yes. 

The Chairman. You conduct the business of both companies in 
the same rooms ? 

Mr. Robinson. Yes, sir. 

The Chairman. So that the expenses are divided between the 
two companies ? 

Mr. Robinson. That is right. 

The Chairman. Or should be. You have not brought up any 
statement about your wood pulp company, have you ? 

Mr. Robinson. No. I can send you one on that. 

The Chairman. I would like to have that information. 

Mr. Robinson. I will send it to you. 

Senator Walsh. What is the regular standard commission ? 

Mr. Robinson. Two per cent. 

Senator Walsh. Have you received 2 per cent commission on all 
of these sales as a brokerage commission ? 

Mr. Robinson. We received 2 per cent on some, 3 per cent on 
others. 

Senator Walsh. In addition to the price quoted ? 

Mr. Robinson. Oh, no; where we have nad a commission this 
was a commission only, of either 2 per cent or 3 per cent. It varies 
in cases. 

(Thereupon, at 1.25 o'clock p. m., a recess was taken imtil 2.30 
o'clock, p. m.) 

AFTER RECESS. 

The subcommittee reconvened at 3 o'clock, p. m. 
Present: Senator Reed (chairman), and Senator McNary. 
The following examination was conducted behind closed doors — 
the public being excluded. 

STATEMENT OF MK. WILLIAM F. ROBINSON— Continued. 

The Chairman. Mr. Robinson, you have a company known as the 
Acer Co. (Inc.), which deals in pulp papers? 

Mr. Robinson. Yes. 

The Chairman. Does it own any stocks of paper ? 

Mr. Robinson. No. I think I had better explain to you about 
this piQp connection. All the pulp that we buy is from Canadian 
podlis. We have a bus^iness in MontreaJ, under another name. That 
is the company which has these agencies. 

The Chairman. What is the name of that company in Montreal ? 

Mr. Robinson. J. H. A. Acer & Co. (Ltd.). 
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The Chairman. Is that an English company or a Canadian com- 
pany? 

Mr. Robinson. It is a Montreal company — a Canadian company. 

The Chairman. I believe you said you were from Canada yourself ? 

Mr. Robinson. Yes; I am a Canadian. 

The Chairman. Are the members of both of those companies that 
you have described here — the 'Acer Co. (Inc.) and the Acer Paper 
Sales Co. — are the management and ownership of those companies 
Canadian ? 

Mr. Robinson. The grea^t bulk of it; yes. 

The Chairman. What is the company that you have in Canada ? 

Mr. Robinson. J. H. A. Acer & Co. (Ltd.). 

The Chairman. Has that been there for some time ? 

Mr. Robinson. Several years. 

The Chairman. And does it manufacture pulp ? 

Mr. Robinson. No; we have these agency arrangements with 
several mills — ^four or five mills. 

The Chairman. What mills? 

Mr. Robinson. The Ijaurentide Co. Do you want the address ? 

The Chairman. Yes. 

Mr. Robinson. Grand Mere, Quebec; the Abitibi Power & Paper 
Co., Iroquois Falls, Ontario* the Whelan Pulp & Paper Co., Van- 
couver, British Columbia. That is about aU we have regular agen- 
cies with. We get odd lots at various times from others, but not as 
a regular thing. 

The Chairman. Are you the exclusive agents of these companies 
that you have named 1 
. Mr. Robinson. Yes, sir. 

The Chairman. And you sell their entire product? 

Mr. Robinson. Surplus product. Most of them are newsprint 
mills, and we sell their surplus pulp. 

The Chairman. Which ones are newsprint mills? 

Mr. Robinson. The Lauren tide is a newsprint mill and the 
Abitibi is a newsprint mill. We also get quantities at irregular times 
from the Donacona Paper Co., Donacona, Quebec, which is a news- 
print mill. 

The Chairman. Now, these newsprint mills grind the pulp, and 
they have sometimes a surplus which they sell ? 

Mr. Robinson. Yes. 

The Chairman. And in the sale of that you act as exclusive agents ? 

Mr. Robinson. Yes. 

The Chairman. Now, you have in your office an account of the 
sales and purchases that have been made, have you ? 

Mr. Robinson. Well, in the New York office we only have certain 
accounts. The New York office only handles a comparatively small 
amount of territory. The rest of it we sell direct from Montreal. 

The Chairman. Where can I get a list of the sales of this company ? 
It has only been in existence since January 1 — this American com- 
pany? 

Mr. Robinson. The pulp company existed on January 1, 1919. 

The Chairman. Where can I get a list of the sales that have been 
made of pulp by your Canadian company for the past two or three 
years ? That company has existed for some years, has it not ? 

Mr. Robinson. Yes. 

The Chairman. For how long? 

Mr. Robinson. Oh, since February, 1918, 1 think. 
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The Chairman. Could you get us the list of prices you have paid, 
and the prices at which you have sold wood pulp, ana to whom you 
have sola it ? 

Mr. Robinson. Subject to their being willing to furnish it, I can 
get it for you. I do not know that they feel that they have any inte- 
rest in an inquiry down here into the sales of pulp made in Canada 
broadcast to all kinds of mills in the United States and the world 
over. If they are willing, I am perfectly willing to ask them for it. 

The Chairman. Well, that which you are selling in the United 
States is by permission of the American Government, and all that we 
want is to get the facts about it, and you have, in addition to that, a 
company organized in the United States and doing business here, and 
I hope they will not take the view that they want to withhold anything. 

Mr. Robinson. There is nothing to hide. It is just a question of 
how the people up there look at it. I do not know how they will look 
at it. Personally, I would be quite willing to send you the whole 
shooting match. 

The Chairman. Do you know whether the prices that have been 
paid by the New York company and the sales thefy have made corre- 
spond generally with the prices that have been made by the Canadian 
coiopany ? That is, prices to other American concerns ? 

Mr. Robinson. Yes; exactly so. The Montreal company, as I 
say, has the sales direct from the mill. On the portion of it tliat they 
give to the New York company to sell within, say. New York State 
and Massachusetts — that is about the sum and substance of it — the 
3 per cent commission which the Montreal company obtains from 
the pulp mills is divided between the two offices. 

The Chairman. And the price 

Mr. Robinson (interposing) . And the price that the customer pays 
the New York company, the mill gets all of it, except 3 per cent, and 
we divide that 3 per cent between the two offices. 

The Chairman. The price that the customer pays the New York 
company is the same price as any other customer m the United States 
buying at the same time, and m similar quantities, would have to 
pay, ii he bought from a house direct, in Canada ? 

Mr. Robinson. Oh, yes. Before the New York company was 
organized, we did the whole thing from. Montreal. 

The Chairman. So that the prices paid in New York will furnish 
us a standard of the prices that have oeen generally charged by the 
Canadian company to American companies — I mean. United States 
companies ? 

Mr. Robinson. They will. 

The Chairman. Now, I am going to ask you to give us the price — 
the sales, the price, and the pripe billed to you, to whom you have 
sold, and the dates, from the New York office. I would like to have 
all of it from all of the companies, if I could have it, but if they decline 
to furnish it we will try to get along without it. 

Mr. Robinson. How far oack do you want me to go? 

The Chairman. You will only have to go back two years, I think — 
to the beginning of this business. I want to get the range of prices 
on wood pulp. Has there been any difficulty about getting the wood 
pulp that your company has had command of in Canada ? 

Mr. Robinson. Lately there has been a great deal of difficulty in 
getting mechanical pulp — what is commonly called ground wood pulp. 

14983—20 4 
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The Chairman. Has that been because of any embargo by the 
Canadian Government ? 

Mr. Robinson. No; there has been no embargo put on it. 

The Chairman. You do not get any from the Crown lands? 

Mr. Robinson. Our different mills get their wood from Crown lands. 

The Chairman. I understand, and the embargo is on the wood, and 
not on the pulp part of it ? 

Mr. Robinson. No; there is no embargo on the pulp. With ground 
wood it is a question of supply and demand, and it goes up and down 
very rapidly, and to considerable extremes, depending largely on the 
demand for it, and on the state of the water. If you have enough 
water to grind it freely, the price goes down, and when the river dries 
up in September or October, the price goes up. 

The Chairman. Well, I have asked for your prices for my own infor- 
mation. You have the prices of wood pulp. How have they varied 
during the past year and three months ? That is, from January, 1919. 

Mr. Robinson. We will take the ground wood first. A year ago 
the Canadian mills were selling at an average of from $27 to $30 — $26 
to $28, 1 should say. 

The Chairman. Per ton ? 

Mr. Robinson. Per ton at their mills. We sold last week for 
$97.50. I have heard it said that ground wood pulp has sold as high 
as $120 within the States in 10 days. I do not know how true that is. 

The Chairman. You are not having water difficulties at this 
season of the year, are you ? 

Mr. Robinson. No; but this abnormal demand for paper from all 
over the world has made a very big difference. 

The Chairman. That has advanced the price ? 

Mr. Robinson. Yes. 

The Chairman. And there is no trouble with the supply ? 

Mr. Robinson. Not at the moment. There was considerable diffi- 
culty in the early part of the winter, from a lack of water, and, fol- 
lowing that, car shortages. 

The Chairman. Was that lack of water any worse this year than 
ordinarilv ? 

Mr. Robinson. In eastern Quebec it was the worst they have had 
in many years. 

The Chairman. Materially worse ? 

Mr. Robinson. Yes; very much so. There is a small railroad that 
leaves the St. Lawrence River — I do not know whether you know the 
country? 

The Chairman. I do. 

Mr. Robinson (continuing). About 50 miles below Quebec and 
crosses over the boundary. I understand they could not run for two 
months because there was no water .for the engines. 

The Chairman. To what extent has this lack of water reduced the 
supply ? 

Mr. Robinson. It shuts them down entirely. It is all ground by 
water power. 

The Chairman. Yes; but what I mean is this: Has the water 
supply been reduced over the entire domain ? 

Mr. Robinson. Well, I have not any figures on it. I can just tell 
you in a general way. 

The Chairman. Yos. 
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Mr. Robinson. As far as I know, from the Ottawa River east, with 
the exception of about two. mills, everybody was short of water and 
on very ^eatly reduced grinding capacity. 

The Chairman. How many mills did that close down ? 

Mr. Robinson. Quite a number. The Chicoutimi mills on the 
Saguenay River, which have 42 grinders, for a period of at least two 
months did not run more than 4 of them. 

The Chairman. Do you attribute the rise in the price of paper 
chiefly to this lack of water or to the extraordinary demand ? 

Mr. Robinson. The rise in the price of paper ? 

The Chairman. Yes; of pulp. 

Mr. Robinson. To that and also to a tremendously heavy demand 
from Europe. France and Italy and Great Britain and Spain are 
crying out for it — for all kinds of pulp. We had a visitor a short 
time ago — a son of Hall Caine, the novelist — ^who was connected with 
some 15 different mills in England, and who came over here commis- 
sioned to buy 100,000 tons of groimd wood. He has not got it, and 
he is looking around now for timberlands to build a mill and produce 
the stuff and ship it over. We had another inquiry from the Italian 
Government for 1,000 tons of pulp a month to go into newsprint 
manufacture. We have a third man commissioned to buy for the 
Paper Mills Union of Spain, who came here to buy 50,000 tons of 
ground wood and 35,000 tons of sulphite. 

The Chairman. Tell me, very briefly, what is the difference in the 
use it is put to, between the sulphite product and the ground-wood 
product? 

Mr. Robinson. Well, of course it varies a great deal, there are so 
many varieties of paper. 

The Chairman. Yes, but I am speaking in reference to newsprint. 

Mr. Robinson. Yes, speaking of newsprint, from 75 to 80 per cent 
of it consists of ground wood, and from 20 to 25 per cent of sulphite. 
There is a little wastage in that. They figure that if they put in a 
hundred and ten pounds of pulp, they get a hundred pounds of paper. 
There is a loss in conversion, which disappears. That varies in some 
mills from 5 to 10 per cent. 

The Chairman. Do you know of any combination or agreement 
or understanding to control or affect the prices or the product of 
either wood pulp or print paper? 

Mr. Robinson. Absolutelv none. 

The Chairman. Do you think these conditions that exist are 
purely a question of the market* conditions growing out of supply 
and demand? 

Mr. Robinson. I am convinced of it absolutely. 

The Chairman. How long do you think the market is going to 
stay in this sort of precarious condition ? 

Mr. Robinson. The news publishers could help that situation a 
good deal by the exercise of a little common sense. 

The Chairman. By cutting down the size of their publications? 

Mr. Robinson. By cutting down the size of many of the daily 
papers; that is, the number of pages, and the number of editions, and 
particularly cutting down the number of pages in the Sunday issues, 
which is more than the average human being wants to be bothered 
with — from 90 to 120 pages of reading matter, mostly advertisements 
and light stuff. If a suggestion is in order, I would very strongly 
recommend to the Sunday publishers, if they want to give a real 
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newspapei* to the public, to co )y the English Sunday Times, which is 
a real newspaper, with no. froth in it — a 16-pa^e paper, which gives 
all the news that anybody wants, with special articles, but wnich 
forgets Mutt and Jeff and so on. 

The Chairman. It is very interesting to talk to you, but I think 
we have taken up enough of your time, and we are very much obliged 
to you. If you will send us that comparative statement — 
' Mr. Robinson. Yes, just as soon as I can. 

The Chairman. You are excused. I am very glad to have seen 
you, sir. 

Mr. Robinson. Thank you. Good-by. 

STATEMENT OF MB. JOHN EUGENE OEFAELL. 

(The witness was sworn by the chairman.) 

Mr. Gefaell. Senator Reed, I have a secretary here. Should 
he take the oath also, because he mav have to make some statements 
that I do not know so much about? 

The Chairman. Very well. 

(Thereupon Mr. Alexander Kiralfy was also sworn by the chairman.) 

The Chairman. Mr. Gefaell, you reside in New York? 

Mr. Gefaell. I reside in Jersey. 

The Chairman. Do you do business in New York ? 

Mr. Gefaell. Yes. I am president of the Interstat-e Pulp & 
Paper Co. 

The Chairman. Is that a corporation ? 

Mr. Gefaell. Yes, a corporation, incorporated under the laws of 
New York. 

The Chairman. And the capital stock of that corporation ? 

Mr. Gefaell. The capital stock outstanding is $6,400. 

The Chairman. How long has this company been in existence? 

Mr. Gefaell. Seven years, but the capital stock is a family affair. 
I own half of it. We have in the business a surplus of $150,000. 

The Chairman. The stock is merely a nominal holding stock ? 

Mr. Gefaell. Yes, that is it. 

The Chairman. What is your business ? What do you do ? 

Mr. Gefaell. We sell book papers, writing, and news. In news 
in particular we are interested in the following mills: The West End 
Paper Co.; the Beaver Dam Mill, Beaver Dam, Pa.; the Pettebone- 
Ca tar act Paper Co., Niagara Falls; and the Oswego Falls Pulp & 
Paper Co., Fulton, N. Y. Those are our regular suppUes of news- 
print. 

The Chairman. You say that you are interested in them. You 
do not mean that you are interested in them as an owner ? You do 
business with them ? 

Mr. Gefaell. No. We have an arrangement by which we take a 
good part of their tonnage; in some cases half, in some cases all, and 
in some cases a portion of it. 

The Chairman. Do you have contracts with them ? 

Mr. Gefaell. We have in some cases contracts, and in some cases 
only verbal agreements, because we know the men for a good many 
years, and it is a matter of a gentleman's agreement that really does 
not need a contract. 

The Chairman. Have you any of your written contracts with you 1 

Mr. Gefaell. Yes. All my data is right here, sir. 

The Chairman. Let me see your written contracts. 
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Mr. KiRALFY. All those contracts that we have are here in order 
form. The montlhy orders which we submit to the mills, and on 
which they give us monthly prices — they are here. 

The Chairman. Do you not have a time contract with any of 
these mills ? 

Mr. Gefaell. No; the mills discontinued making time contracts — 
the small mills, I am speaking of now — they do not make time con- 
tracts. They had to go out in the open market and buy the ground 
wood and sulphite, which fluctuates to such an extent that they 
could not make contracts to last for six or eight months at a time, 
like George Meade, or the Great Northern, or some of those concerns. 
You will find. Senator Reed, that on each of these orders there is the 
purchase price and the selUng price — ^right on the order. You will 
find that we varied all the way from $3 a ton up to half a cent — 
somewhere in there. It averaged that. I could not give you the 
exact average, because I only had 24 hours to accumulate the facts. 

The Chairman. I did not get that last statement. 

Mr. Gefaell. On these orders you will find the purchase price 
and the selling price in each instance, if I am not mistaken, and you 
will see that we averaged there from $3 practically, to half a cent. 

The Chairman. That is profit? 

Mr. Gefaell. Yes; profit. 

The Chairman. Three dollars a hundred ? 

Mr. Gefaell. Three dollars a ton to half a cent a pound, which 
is equal to $10 a ton. Half a cent a pound equals $10 a ton. 

The Chairman. You ran from 3 cents a pound profit 

Mr. Gefaell. No; from 15 cents a hundred to 50 cents a hundred. 

The Chairman. Exactly. Fifty cents a hundred would be $ 10 a ton ? 

Mr. Gefaell. Yes. 

The Chairman. And 15 cents a hundred would be $3 a ton? 

Mr. Gefaell. Yes. That is the average of the contracts. There 
may be' some exceptions to that in there, but you will find those 
exceptions are caused by various things. For instance, as follows: 
A man places an order with you for 100, 200, 6Q0, or 1,000 tons — 
whatever the case may be — and suppose he should, after a certain ^ 
length of time — after a month or two — decide that he does not 
want that tonnage? You will find a good many cases of that 
kind^ and then you will find upon them notes — ^whatever the amount 
may be of tonnage which you bought, probably two, three or four 
inonths previous, and of course the price in the meantime, on a 
rising market, it is going up quite a good deal. 

The Chairman, eiust point out to me where the selling price is. 

Mr. KiRALFY. This is one of the few exceptions [indicating]. 
This is one that is in suit, is it not ? 

Mr. Gefaell. Probably; yes. It is marked there *' undelivered." 
That means that we bought that paper and it was not delivered to 
us, and it was not sold. There is a dispute on that case. To ex- 
plain this particular order, we have a few small newspapers which 
use a roll at a time, which runs from 500 to 1,100 pounds — small 
foreign editions in New York City, who, for instance, say they need 
20 tons in six months. Now, we could not very well buy 20 tons 
and deliver it over a period of six months, and nave it shipped out 
at Various times; so we buy the 20 tons and have it in stock in New 
York and sell it to them, roll by roll, whenever they need it. Those 
small newspapers' credit is very poor; and a good many of them go 
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out of business. A newspaper which only uses a roll of paper at a 
time can not be any kina of a concern. The risk that we take in 
this matter is large, and, furthermore, that order has to be placed 
in stock at a certain price from the mill. In case the market goes 
down, we can not charge them the higher price, but we have to 
charge them the lower price. We have to carry them on the books 
sometimes for six months. We have to cart and deliver it on the 
sidewalk to them, and we have to pay the storage charges while it 
is in storage. 

The Chairman. Have you prepared a tabulated statement show- 
ing the purchases, from whom purchased, and your sales, and to 
whom sold ? 

Mr. KiRALFY. No; we just had time to get those papers together. 

The Chairman. Well, will you prepare such a statement as that 
for us ? 

Mr. KiRALFY. Yes. 

The Chairman. I do not want your original papers, and you do 
not want me to take them; but will you prepare such a statement 
as I have asked for ? 

Mr. KiRALFY. Yes. 

The Chairman. You do not carry stocks of any size ? 

Mr. Gefaell. That depends, Senator Reed. Sometimes we have 
600 tons in stock and sometimes we have hardly a car. That 
depends on the demand. 

The Chairman. But you never carry more than about 500 tons? 

Mr. Gefaell. No. Five hundred tons, I might say, is quite an 
expenditure, under the present conditions. It equals * probably 
$125,000. 

The Chairman. Do you sell to other brokers ? 

Mr. Gefaell. We only buy from mills; and when we buy from 
brokers, we only do that under instructions of our customers. If a 
newspaper is caught short — a customer of ours — and says, '^ We must 
have a certain amount of paper in order to run our edition," we 
simply go into the open market and buy it for them wherever we can. 

The Chairman. Do you sell to other brokeys or dealers ? , 

Mr. Gefaell. Very rarely. Only on occasions when, for instance, 
we have a car left over here or there and thej want it, and we let 
them have it because sometimes we need them in turn. 

The Chairman. What is the highest price that you have received 
for newsprint paper ? 

Mr. Gefaell. I think it was 14 cents. 

The Chairman. When was that ? 

Mr. Gefaell. That was sold to the New York American last week. 

The Chairman. The New York American ? 

Mr. Gefaell. Yes, sir. It was purchased for about 13i. 

The Chairman. WJiv did you have to pay so much for it ? 

Mr. Gefaell. For the simple reason — shall I answer that with a 
lengthy explanation or shortly ? 

The Chairman. No; only shortly. 

Mr. Gefaell. Well, there is a good deal involved in that question, 
Senator Reed. First of all, we have to pay those high prices because 
I personally think — it is my humble opinion — that the advertiser 

The Chairman (interposing). No; I do not mean those causes. 
But what was the immediate cause for your having to pay that high 
price ? 
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Mr. Gefaell. The quotations from the mills. 

The Chairman. That same mill that quoted the price to you at 
13 cents 

Mr. Gefaell (interposing). 13 J cents. 

The Chairman (continuing). Had been selling paper at what 
prices? 

Mr. Gefaell. Well, they range all the way from 7 cents in the 
last six months up to 14 cents. 

The Chairman. But have not all of these mills contracts at as low 
as 7 cents; and have they not been furnishing paper as low as 7 cents 
right along at the same time that they have been charging as high 
as 12 and 13 cents to other people? 

Mr. Gefaell. I do not tnink so, Senator Reed. The miUs that 
we do business with do not do that. The mills that we do business 
with do not quote on contracts, as I said before, except from month 
to month, and that month to month tonnage is sold based on the 
cost of raw material, and we buy paper from them as cheaply as 
anyone. And when we had to pay 14 cents for that tonnage. Senator 
Reed, it was only because of the fact that other people would have 
paid them 15 cents and over for it — ^for that same tonnage ; and, due to 
our long connection with them, we were able to obtain it for 14 cents. 

The Chairman. Are these mills that you buy from regular paper 
mills or converted mills ? 

Mr. Gefaell. No; they are all regular mills listed in the news- 
paper trade. 
^ The Chairman. You do not have any contracts at all ? 

Mr. Gefaell. We buy, once in a while, from manila wrapping- 

f^aper mills which have gone into the newsprint market, due to the 
act that they could get more money out of newsprint than they 
could out of manila. We haye, once in a while, an opportunity to 
pick up a hundred tons or so from them, which we put right back 
into the newspapers. 

The Chairman. Do you export much paper ? 

Mr. Gefaell. We do. We were the sole agent of the French 
Government for three years. 

TheCiiAiRMAN. How much paperhave you exported in thelastyear ? 

Mr. Gefaell. In 1919 I think we e:^ported close to 30,000 tons. 
That is an approximate figure. Senator. 

The Chairman. Did you pick that up in the market? 

Mr. Gefaell. No. I obtained that from our mills, and there is only 
one addition to the mills that I mentioned, namely, W. H. Parsons, 
who is sales agent for the Pejepscut Paper Co., and Julius Bond 

Senator McNary (interposing). That is 111 BroadwAy? 

Mr. Gefaell. Yes. 

Senator McNary. Has Mr. Hoover a connection with that mill ? 

Mr. Gefaell. Yes; Mr. Hoover is connected with it. 

Senator McNary. You have bought paper from them? 

Mr. Gefaell. Yes; and also for a ^ood many years before either 
of those gentlemen was connected with the concern. 

Senator McNary. Now, Mr. Gefaell, we have had here two classes of 
mills. We are pleased to call the people that formerly made manila 
paper and other papers, the '' transformed '^ or '^converted'' mill. 

Mr. Gefaell. Yes. 

Senator McNary. And the regular mills that makes nothing but 
newspaper, the '^regular newsprint mill.'' 
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Mr. Gefaell. Yes. 

Senator McNary. You deal with the latter, I understand, ex- 
clusively ? 

Mr. Gefaell. As a regular business, ves. 

Senator McNary. Now, do those miUs with whom you contract 
sell to newspapers ? . 

Mr. Gefaell. Sell to newspapers direct ? 

Senator McNary. Yes. 

Mr. Gefaell. Very rarely. 

Senator McNary. Their business is limited to the broker ? 

Mr. Gefaell. Their business is limited to their ag:ents; not brokers. 
I may correct you there, if you will permit me. There are two types 
of men in the paper trade— a straight broker, who does nothing else 
except to pick up tonnage wherever he can, and seU it, without any 
risk to him; and the paper merchant, who either represents the mills, 
or is practically their agent for a part of their tonnage, year in and 
year out, and who will take that tonnage whether the market is up 
or down. 

Senator McNary. And you fall into the latter class ? 

Mr. Gefaell. Yes. 

Senator McNary. Do you receive terms more favorable, by reason 
of your long representation of those mills ? 

Mr. Gefaell. I do. 

Senator McNary. Do you get a bigger margin out of it than the 
ordinary dealer ? 

Mr. Gefaell. I do not, and I guess all of us merchants are in the 
same boat, although probably not so with the brokers, because I do 
not know much about them — but we merchants try to maintain our 
customers. We do not try to go out of business after a rise has gone. 
We try to keep our clientele, and you can not do that if you charge 
them top prices irrespective of what you pay for it. 

Senator McNary. These mills with which you have contracts, sell- 
* ing directly to you a large part of their output, do not sell to news- 
papers, and do not give you a special or iriore favorable contract then 
the man or agency whom you first described ? 

Mr. Gefaell. They do not refuse to sell to newspapers. 

Senator McNary. Since last January have you purchased any 
paper as low as five and a half or six cents ? 

Mr. Gefaell. No. 

Senator McNary. Can you give the committee a general average 

Srice that you have paid these mills in the last few months — January, 
'ebruary, March, and April ? 

Mr. Gefaell. From 7 cents up to 14 cents. 

Senator McNary. Now, during the time that you were paying 7 
cents, some mills were selling to some newspapers as low as 4 J and 
5 cents ? 

Mr. Gefaell. Yes; and that is quite natural. Senator McNary. 

Senator McNary. Please explain that. I . do not quite get it. 
There is quite a margin there. 

Mr. Gefaell. Well, it is quite natural to me. Probably it is not 
clear enough to you, but here is my explanation of it, and I think it 
hits the nail pretty well on the head: 

During the time along in 1914 and 1913, and the early part of 1915, 
or probably all through 1915 these very same mills could not sell those 
newspapers, because those newspapers would not buy from them, due 
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to the fact that those very same mills could not make paper cheaply 
enough to be in competition with the various big organizations^ sucn 
as the International, which will do as an example. 

Now, these very same mills have to buy their ground wood and 
their siilphite in the same market. The International and the Great 
Northern and all those big concerns have their own ground wood. 
These mills have small machines, ranging all the way from 67-inch 
trim up to 125 incites, while the other mills have probably a trim 
away in excess of that — a machine that can turn out a great deal 
more paper in the same length of time at a reduced cost oelow the 
others — that is what they have, and it is absolutely impossible for 
those men to compete on a rising market with the mills of the type 
of the International. 

Senator McNary. Then they are using these fat years to recoup 
from losses sustained in lean years ? 

Mr. Gefaeil. Partiallv, and partially they have to pay the rise 
on the raw material. Of course, there in one thing to be considered: 
They make more profit, in spite of the high cost of raw material, 
than they have before; but I think, in my humble opinion, they are 
jolly well entitled to it. If a concern that turns out 12,000 tons a 
year can only earn $25,000 in a whole year for all their stockholders, 
with a mill that cost about $800,000, I dare say they are entitled to 
a little bit more sometimes. 

Senator McNary. When did Mr. Julius C. Bond and Mr. Herbert 
Hoover become financially interested in this Pejepscut Paper Co. ? 

Mr. Gefaell. Wiell, this is only gossip that I am giving you 

Senator McNary. Well, just you best information? 

Mr. Gefaell. Yes. Mr. Bond bought the Washington Herald, and 
Mr. Hoover, I think — this is my information 

Senator McNary.. I think that is generally conceded. 

Mr. Gefaell. And due to this, thev had to have a supply of news 
paper. At the same time Mr. Cowles, ' president of the Pejepscut 
Paper Co., and W. H. Parsons were in great financial difficulties, and 
they needed money very badly, so they sold the option for the sale 
of the mill for a loan of three hundred thousand and odd doUars. 
I have this information, I might add here, from one of my salesmen, 
who is a nephew of Mr. Cowles. His name is E. B. Cowles, and he 
was at one time secretary of the company. 

Senator McNary. Then this interest was acquired some time 
during the fall of 1919? 

Air. Gefaell. This interest was acquired, to the best of my recol- 
lection, some time in November or December of 1919. 

Senator McNary. Have you bought paper from this mill ? 

Mr. Gefaell. I have. 

Senator McNary. Since December ? 

Mr. Gefaell. Yes, sir. 

Senator McNary. How many times and on what dates ? 

Mr. Gefaell. I could not give you that exactly. 

Senator McNary. Well, was it a number of times ? 

Mr. Gefaell. No; because since Mr. 

Senator McNary (interposing). I do not care for the reason. I 
just wish to know the fact. 

Mr. Gefaell. No. 

Senator McNary. Have you bought paper from them since the 
people that I have mentioned have aoqmred an interest in it ? 
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Mr. Gefaell. Yes, sir. 

Senator McNary. What prices have you paid. for the newsprint 
paper that you have purchased from them? 

Mr. Gefaell. The top market prices; whatever it was in Novem- 
ber or December — jnaybe 7 or 7^. I can not recall. 

Senator McNary. Have you bought any paper from them during 
1920? - 

Mr. Gefaell. No, sir; I do not think so. 

Senator McNary. Have you made any contract with them ? 

Mr. Gefaelll. No. 

Senator McNary. Have you solicited any business from them ? 

Mr. Gefaell. Yes, I did. 

Senator McNary. And you were unable— — • 

Mr. Gefaell (interposing). They refused to let me have it, claim- 
ing that they had to take care of their own papers. As a matter of 
fact, we took nearly half of their product for a time. 

Senator McNary. Where do these mills that you are doing business 
with sell that part of their product which does not move to you ? 

Mr. Gefaell. Thev sell it to other concerns in the same condition 
as we are in. 

Senator McNary. And they are agencies ? 

Mr. Gefaell. Agencies in Philadelphia. 

Senator McNary. But not to newspapers? 

Mr. Gefaell. No. 

Senator McNary. At similar figures to which they charge you ? 

Mr. Gefaell. Exactly the same, I dare say. 

Senator McNary. The mill that is selling you paper now at 14 
cents a pound, do you know what that paper really costs to manu- 
facture ? 

Mr. Gefaell. Five cents. 

Senator McNary. So when they charge you 14 cents they are 
making a profit of 9 cents a pound ? 

Mr. Gefaell. Yes; $180 a ton. 

Senator McNary. Which is 9 cents a pound ? 

Mr. Gefaell. Yes. 

Senator McNary. What is the average profit in normal times? 
Take the years 1913 and 1914 — the normal profit? 

Mr. Gefaell. Sometimes only three or four dollars a ton. They 
sold paper as low as $1.15 a hundred pounds in 1913. 

Senator McNary. That is, a cent and a half a pound ? 

Mr. Gefaell. Yes. 

Senator McNary. You have related instances where mills are 
charging you 9 cents a pound. That is an increase of 700 per cent at 
least ? 

Mr. Gefaell. It is nearly 1,300 per cent, sir. 

Senator McNary. Did tliey make a profit when they sold it at a 
cent and a half a poimd ? 

Mr. Gefaell. No. They were forced to do so, due to the tre- 
mendous import of foreign papers, as I explained before — -well, I do 
not recall whether I did or not — but Germany, before this war, could 
sell paper and lay it on the shores of the United States cheaper than 
we could manufacture it. 

The Chairman. Why could she do that ? 

Mr. Gefaell. Because her labor price was much less than the price 
we have to pay for labor in this country, and because the production 
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of their raw materials was obtained at a much lower price than we 
could produce them, also going back to the labor; and, furthermore, 
because her production was in excess of ours. Their machinery was 
superior-better machines. . . " . 

The Chairman. Are we now installing better machines in America 
than those in Canada ? 

Mr. Gefaell. We are installing better than the Canadian machines; 
es. We are, unfortunately, in a bad situation in the United States. 

great financial interests will establish a mill in the United States, 
due to the fact that there is a great lack of raw material, and no 
great mill is erected in a territory where the haul for raw materials is 
a long one. That is why this mdl was built in Newfoundland. That 
is why the Price Co. are building their mills right in the woods, right 
amongst the virgin timber, because they must have more material 
to compete in ordinary times, and not only must have raw materials 
ready on the ground but they must have the most up-to-date ma- 
chinery. In the United States, speaking of New York State proper, 
which has practically the* eastern newspaper mills— in New York 
State the machinery is not worth while speaking of, and I do not 
think that when thig drop in the market comes — which is bound to 
come in the next year, hardly before that — that those mills will 
hardh^ be able to maintain their newspaper production. They must 
go onto specialties, like book paper or half-tone newspaper. 

The Chairman. That is, after the drop comes? 

Mr. Gefaell. Yes, sir; they can not possibly compete against the 
Canadian mills. 

Senator McNary. If it costs the manufacturer 5 cents to manu- 
facture this paper, by taking into consideration all of the elements 
of cost, coula he sell at a profit at 8 cents a pound ? 

Mr. Gefaell. Decidedly. » 

Senator McNary. He could ? 

Mr. Gefaell. Yes. 

Senator McNary. Then, that being true, if he charges 14 cents a 
pound, and it costs him only 5 cents a poimd, he makes a profit of 
9 cents a pound, and that is a very unusually large profit to exact ? 

Mr. Gefaell. It is, in the newspaper trade. Senator McNary. 

Senator McNary. And you think that most of the profit is being 
made by these mills, such as you have described, that sell to brokers 
at these very high and excessive prices, and that they are the fellows 
who are really profiteering, and not the broker or tlje retailer ? 

Mr. Gefaell. Senator, I do not think that the middleman is 
profiteering at any time. I am speaking of them as a whole class; 
not of one here and there. For the amount of risk he is taking, for 
the amount of cancellations, for the amount of financial carriage 
that he does with a good many small concerns, and as soon as the 
market drops they will cancel their tonnage on him, •and he will 
have no redress with the mills — ^in other wor(£, he is the goat between 
the two sources or elements. 

Senator McNary. It is conceded that a good many of the larger 
mills have made contracts for 1920 at 4^ and 5 cents a pound ? 

Mr. Gefaell. Yes. 

Senator McNary. And it is conceded that they will make a profit, 
or they would not sell it at that figure ? 

Mr. Gefaell. Quite correct. 
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Senator McNary. It is also admitted that prior to the^war paper 
sold as low as 1.15 cents a pound? • 

Mr. Gepaell. Yes. 

Senator McNary. And now some of the mills that are engaged in 
manufacturing newsprint are chargmg 14 cents a pound? 

Mr. Gefaell. And higher. 

Senator McNary. And you state that they can manufacture it at 
5 cents a pound ? 

Mr. Gefaell. The mills that I am acquainted with can. 

Senator McNary. Therefore, it nets them 9 cents a pound ? 

Mr. Gefaell. Yes. 

Senator McNary. Well, are not those mills that are making a 
tremendous profit out of the newsprint-paper business ? 

Mr. Gefaell. They are, decidedly. They are making a very 
Tiandsome profit. 

Senator McNary. Are there any other agencies or elements con- 
nected with the manufacture of paper that are making as much 
money as these fellows who are pulling down 9 cents a pound profit ? 

Mr. Gefaell. No, sir; I wish they were. I do not tmnk we would 
have to stay in the business very long at that rate. If any paper 
merchant can make, on an average, a cent profit, I would like to 
meet the gentleman. I have not met him yet — and I do as much 
newspaper business individually as anyone. I flatter myself to the 
extent that I sold in 1919 as much newspaper as any individual 
salesman in the city of New York, and I do not thiuK my profits 
have exceeded — this is all to the best of my knowledge and oelief , 
because I do not keep records — more than $7 a ton, wiich is about 
35 cents a hundred. It is not the middleman who makes the profit 
in the paper business — not at this time, and not for the last few years. 
The middleman, in fact, has done a good deal toward stabilizmg or 
toward evening up the situatian. 

if 1 go to my mill, and am able to obtain a price of 9 cents, I sell 
for 9i or 9i, as the case may be. That same newspaper, if they were 
strangers and would go to the same mill, would have to pay tne top 
market, because there would be no consideration given them in the 
matter, so far as they are concerned, because they never did any 
business with them before, and they figure this way — ^which is quite 
logical to me — ^ ^Tn times when we needed business, you would not 
give it to us. Now, you need paper and you will pay for it." The 
publishers have for many years past written then* own contracts, 
irrespective of whether a newsprint mill could make a profit out of it 
or not. The merchant is the one who enables the publisher to 
obtain a lower price from certain mills, which he would not be able 
to get himself because of the feeling which exists between the pub- 
lishers and the mills — and that is quite a pronounced feeling. To 
use their own language, they say, ^ *j n times of need they stuck a 
dagger into us and turned it around,'' and it is not the middleman 
who harms the situation or who brought about this situation, by any 
manner of means. There may be some brokers who pick up a 
hundred tons here and there — and some of this tonnage goes through 
five or six hands, and by the time it gets to the consumer it has 
reached terrible proportions; but that is a small part of the business. 
The big part of the business is not done that way. The big part of 
the business is done from the mills to the merchants and then to the 
consumer. 
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The Chairman. Do you think that the practice of passing paper 
from one hand to another, in the manner jou have just indicated,, 
has been followed for the purpose of covenng up profits ? 

Mr. Gefaell. I do not think so. 

The Chairman. Or do you think it has been merely a question 
of somebody buying up some paper, thinking he could make som& 
money out of it ? 

Mr. Gefaell. Speculation; yes. 

The Chairman. Speculating in paper ? 

Mr. Gefaell. Yes. I do not believe that in the paper trade such 
a thing could exist, because it is a trade where practically everyone^ 
knows everyone else's business, and if there ever should be such a 
thing, everyone would know about it. You can not keep anything 
dark in the paper game, because it is the greatest cut-throat game in 
the world. 

The Chairman. Now,letmeseeyourcontractforthisFrenchpaper. 

Mr. Gefaell. The last contract we made with the French Govern- 
ment was when the commission dissolved in March, 1919. 

The Chairman. Is your contract of March, 1919, like this one of 
November, 1917 ? 

Mr. Kjralfy. The price is different. 

The Chairman. But the forms are the same ? 

Mr. Kjralfy. Yes; the same form. 

Mr. Gefaell. I may probably gossip quite a bit but I think you 
like to have a man's opinion on certain things. There is one tmng- 
really that seems to strike me quite forcibly, and that is the constant 
cry of the newspapers to conserve paper. I think that is the biggest 
hypocrisy I have encountered in my business career. 

Senator McNary. You do not believe they should do that? 

Mr. Gefaell. I do not believe they do it. The very ones who 
put in the editorials and cry out at the conventions to conserve- 
paper, are not the ones who do it. 

The Chairman. Those are the ones who waste it, you think ? 

Mr. Gefaell. Yes; and those are the ones who have bought 
enough paper — sometimes 25 or 30 per cent in excess of their actual 
needs. 

.The Chairman. What do they do with the excess ? 

Mr. Gefaell. They print it in editions, and get good money out 
of their advertising, Senator Eeed. That is what they do. 

Senator McNary. Do you look for paper to advance in price this 
summer ? 

Mr. Gefaell. If it passes this crisis, I look fpr paper to go as high 
as 17 cents. 

Senator McNary. How can a country newspaper exist on 17-cent 
paper ? 

Mr. Gefaell. Senator McNary, the same thing was said when 
paper was 8 cents, but still they paid for it. 

Senator McNary. Of course, you do not deal with coxmtry news- 
papers ? 

Mr. Gefaell. I do not do much of that, but we do some. We do- 
probably — I do not know how much, but we do some; but we mostly 
deal with Cleveland, Detroit, Cincinnati, New York, and so forth, and 
so on; and to my way of thinking, the only relief that could possibly 
come from this condition — and this is my sincere and honest belief — 
not for the purpose of justifying my own ends or anything of that kind 
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— but it is simply to have those newspapers cut out their advertise- 
ments, and mate them issue a sheet not to exceed so many pages, 
and have them get out only so many editions a day. That is the 
only way you can take care of the situation, because we have not 
increased the production in proportion to the demand. 

Senator McNary. If this same condition obtains over another 
year, what will it be worth this time next year ? 

Mr. Gefaell. If it passes the summer, wHich is the crisis for news- 
papers generally, because a majority of them cut down their pages 
25 per cent, beginning in July — if they pass through July, August, 
and September, it never will go lower in the winter months, because 
there are strikes and cold weather that set in, embargoes on railroads, 
coal shortages, and all things of that sort, which, of course, lessen 
the production and increase the shortage of paper. 

Senator McNary. Then, you do not see much outlook for lower 
prices next year? 

Mr. Gefaell. I have contracts until July, 1921, and I do not look 
for one bit of lower prices up to that period, if then. 

Senator McNary. That is a year from next July ? 

Mr. Gefaell. Yes; a year from July, 1920. After that, I do not 
know. 

The Chairman. I have here a contract made between the Republic 
of France and the Interstate Pulp & Paper Co. 

Mr. Gefaell. Yes, sir. 

The Chairman. Dated the 8th day Of February, 1918. That is a 
contract made directly with the mill, and all you did was to act as the 
agent or negotiator, and got a small commission for that ? 

Mr. Gefaell. If you will give me the exact contract, I can teU you 
exactly what we made. That is a contract of ninety-fifty, is it not ? 

Mr. KiRALFY. Yes. 

Mr. Gefaell. We made on that contract $4.50 or $5 a ton. 

The Chairman. Now, how much paper is going abroad at this time 
from this country ? 

Mr. Gefaell. Practically none. 

The Chairman. Practically none ? 

Mr. Gefaell. No, sir. 

The Chairman. But these contracts that you had are still being 
filled, are they not ? 

Mr.^ Gefaell. They have been closed. We have not closed a con- 
tract with the French Government since March, 1919. Since the 
time, on May 1, 1919, when the French commission's paper depart- 
ment was dissolved, due to the fact that the exchange had gone so 
terribly against France — ^it had gone aU the way from 5.75 up to 16, 
I think, wiich is a tremendous loss to them, and they could not and 
they would not try to buy paper from us. 

The Chairman. So the shipments of paper abroad now have prac- 
tically ceased ? 

Mr. Gefaell. They are negligible. 

The Chairman. Will you get up for us this tabulated statement 
about which I spoke ? 

Mr. Gefaell. I wiQ be delighted to do so, sir. 

The Chairman. You see, I can not go through all of these. You 
say you do not know of any arrttngement, agreement, or understand- 
ing by which the prices of paper nave been regulated or controlled, 
or the output regulated or controlled ? 
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Mr. Gefaell. No, sir. We have been doing business with these 
same mills before all of this trouble came up, and we are doing the 
same proportion to-day. 

The Chairman. Have you any further questions, Senator? 

Senator McNary. No. 

Mr. Gefaell. You gentlemen are anxious to find out who is profit- 
eering, are you not ? 

The Chairman. Yes. 

Mr. Gefaell. Well, I think you will find one case — one good ilJiis- 
tration — in the case of the Scandinavian paper being imported into 
this country, and sold by merchants in this town under the most 
deplorable conditions that yoii could possibly imagine. 

The Chairman. Sold by merchants in this town? 

Mr. Gefaell. Paper merchants in the city of New York, I mean; 
not in Washington ? 

The Chairman. What merchants ? 

Mr. Gefaell. Would you be so kind as to call in Mr. Pape, of the 
Waterbury Republican ? He is right outside, and he can talk about 
this. There is one glaring example. A certain merchant in the city 
of New York has sold us a good deal of paper at a certain price, on 
which he made, to my best Imowledge and belief, 3 cents a pound over 
theprice'he paid for it. 

Tnat was imported paper, which has played a big part in the sup- 
plies for newspapers. A good many newspapers have bought all 
kinds of foreign tonnage; and those people, after the price had gone 
up where it is now — at that time, when tne paper came in, it*was 12^ 
cents — they did not give us any paper but told us that due to an 
embargo over there, etc., they could not get the paper, and, therefore, 
canceled their tonnage, thereby putting the Waterbury RepubUcan, 
and other small papers throughout the country, in a very precarious 
condition. 

The Chairman. What company is that ? 

Mr. Gefaell. The Hudson Trading Co., New York, Mr. B. Gottes- 
man — a Jew. I think if you will strike him, you will be striking 
pretty much at the heart of this profiteering on imported paper. 

That is my opinion, and I can back it up. He offered tne same 
tonnage which belonged to us to the Boston American, and due to the 
friendship that we have with Mr. Westfall, he sent us a telegram. 
He sold us tonnage for 8 cents and then offered it to Mr. Westiall of 
the Boston American, for 12^ cents. 

The Chairman. Have you got those papers ? 

Mr. Gefaell. I have those telegrams; yes. 

The Chairman. Have you them with you? 

Mr. Gefaell. No; we will send them to you. 

The Chairman. Have you any other papers with you? 

Mr. Gefaell. Yes; I think we have a letter stating that they 
have had an offer — some other people. The reason we have this tes- 
timony is because we are suing this concern for nondelivery. That 
was stock for the Waterbury Republican, the Cleveland Plain Dealer, 
and the Cincinnati Inquirer. 

The Chairman. How much paper did you have under contract with 
this man Gottesman ? 

Mr. Gefaell. We had, I dare say, about 3,000 tons, altogether. 

The Chairman. You had contracted that for sale, in turn? 
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Mr. Gefaell. Yes; to various people, at a profit of a quarter of a 
cent to half a cent. 

The Chairman. What was the price you were to pay for that 
3,000 tons? 

Mr. Gefaell. All the way from 8 to 8i cents. 

The Chairman. You do not know, as a matter of fact, that it was 
that same paper which he refused to deliver to you, that he delivered 
to the others ? 

Mr. KiRALFY. First of all, a clerk in his office called up our ship- 
ping clerk, and gave her a list of the paper on board a certain steamer, 
ana when the steamer finally arrived we went down to the steamer 
to make inquiry about some other paper that we had bought directly 
from Sweden, and we found also several shipments in our sizes con- 
signed to a bank, which we are perfectly sure was for Gottesman. 
There are two shipments which he ultimately got, and we did not 
get all the paper that his shipping clerk said we were going to get. 

Mr. Gefaell. That is only partial verification. Beyond that we 
found that he had ordered paper on the dock in New York City at 
certain prices, in our sizes, and boats from Sweden do not arrive 
every day; they arrive only once every week or two weeks, and 
Gottesman, in particular, would not have to keep anything on the dock 
paying the high demurrage. He had it, but he did not deliver it tO" 
us at 8 cents, because he offered it at 12J cents to various newspapers. 

The Chaibman. Have you the documents to show that? 

Mr. GrEFAELL. I have a telegram which Mr. Westfall sent me from 
Boston, and I have .the testimony of a New York man who testified 
that he had been offered by Mr. Gottesman f. o. b. dock New York 
City, spot — that means it is there now — this paper. 

Senator McNary. At 12^ cents? 

Mr. Gefaell. Yes. . 

The Chairman. And the same sizes ? 

Mr. Gefaell. The same sizes, exactly. 

The Chairman. Do you know whether it was Swedish paper? 

Mr. Gefaell. Yes; offered as foreign Swedish paper. 

The Chairman. Would you care to give us those telegrams or 
documents ? 

Mr. Gefaell. I would be delighted. 

The Chairman. Would that interfere with your litigation? 

Mr. Gefaell. No; because the lawsuit will not come up for several 
months, as is usual with lawsuits. I think Mr. Pape can testify ta 
this, if you want him in here. 

The Chairman. Verv well. He does not know your end of it? 

Mr. Gefaell. No; but he knows his end of it. That is really 
where the profiteering is going on in New York. 

The Chairman. Is this man a large dealer ? 

Mr. Gefaell. Yes; comparatively large. I would not call him a 
large news dealer. He has only become a large news dealer, except 
since the time that his brother went to Sweden and contracted with a 
good many mills over there, and then his brother over here sold it. 

The Chairman. Would you feel interested enough to have your 
secretary bring those papers over here ? 

Mr. Gefaell. I will be delighted to do that. 

The Chairman. Very well; that is all. 

(Thereupon the committee proceeded with the hearing in opejx 
session.) 
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• 

United States Senate, 
sxtbcommittee on manufactures, 

WdsMngton, D. C. 

EXECUTIVE SESSION. 

. The committee resumed its hearing ia executive, session: 

STATEMENT OF DAVID E. BABBT, VICE PBESIDENT WHITAKER 

PAPEK CO., CINCIlfirATI, OHIO. 

The Chairman. Which company is it that you have a contract 
with? 
\Mr. Barry. J. R. Booth, of Ottawa, Canada. 

The Chairman. When was that contract made? 

Mr. Barry. I should say about November 1, 1919. 

The Chairman. What is the price? 

Mr. Barry. The price is 4^ cents net at mill cost. 

The Chairman. How much paper do you get ? 

Mr. Barry. Eight thousand tons. 

The Chairman. And the delivery is when? 

Mr. Barry. Through the year. 

The Chairman. As called for? 

Mr. Barry. On a monthly basis. 

The Chairman. Have they been fulfilling their contracts ? 

Mr. Barry. Not up to standard, on account of manufacturing 
iifl&culties and railroad switching trouble, causing embargoes ana 
preventing them from shipping reasonably promptly. 

The Chairman. That contract is in the form of a letter, you say? 

Mr. Barry. Yes, sir. 

The Chairman. Now, have you any contract with the St, Regis 
Co.? 

Mr. Barry. We have about 500 tons of the St. Regis Co.'s paper, 
but not direct; that is, through H. G. Craig & Co., of New Yort, who 
took, as 1 understand it, all of their tonnage for this year. 

The Chairman. That is to say, you imderstand the St. Regis Co. 
pools all of its tonnage through Ci-aig ? 

Mr. Barry. Yes, su*. 

The Chairman. And it turns all its tonnage over to Craig? 

Mr. Barry. Yes, sir. 

The Chairman. And then Craig turns it over, or disposes of it 
as they see fit ? 

Mr. Barry. Yes, sir. 

1498a— 20 5 66 
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The Chairman. Is the Craig company an incorporation ? 

Mr. Barry. Yes, sir. 

The Chairman. It is H. G. Craig & Co. ? 

Mr. Barry. Yes, sir. 

The Chairman. It is 500 tons that you get from them? 

Mr. Barry. Approximately. 

The Chairman. What is the price of that ? 

Mr. Barry. Six and one-half cents. 

The Chairman. When did vou make that contract ? 

Mr. Barry. In December. 

The Chairman. 1019? 

Mr. Barry. Yes, sir. 

The Chairman. Have you any other contracts; was that contract 
in a letter ? 

Mr. Barry. That is individual contracts for individual customer. 
In other words, they will not sell blanket tonnage. 

The Chairman, flow do they do it? 

Mr. Barry. For instance, we would have a hundred-ton contract 
customer, we will say, at Oil City, Pa. They would write the contract 
for that paper to be delivered to that publisher. 

The Chairman. Instead of to you ? 

Mr. Barry. Yes, sir. 

The Chairman. All of the 500 tons, then, that you are to get from 
them is disposed of in the manner you have indicated; that is, the 
contract is inade between Craig and the publisher direct, as far as 
paper is concerned? 

ilr. Barry. That is correct. 

The Chairman. As a paper contract. Do you fix the price when 
you sell it to them ? 

Mr. Barry. Yes, sir. 

The Chairman. That has been disposed of in separate contracts 
to separate papers ? 

Mr. Barry. Yes, sir; BJ cents. 

The Chairman. Do you know who it went to ? 

Mr. Barry. I think I can tell you. [Referring to papers.] 

The Chairman. You disposed of it at 6 J cents, all of it. You 
only made a quarter of a cent 6n it ? 

Mr. Barry. Yes, sir. 

The Chairman. That is not excessive. Have you any other 
contracts, Mr. Barry ? 

Mr. Barry. We have one other contract with Finch-Pluym for a 
farm paper in Birmingham. That is a variable price, on which we 
make about a quarter of a cent profit. 

The Chairman. How much do you get from Finch-PlujTn ? 

Mr. Barry. That would be about a thousand tons. 

The Chairman. What is the price to you? 

Mr. Barry. The price now — ^I think they change every 60 days— 
but the price now is around 7^ cents. 

The Chairman. Who gets that thousand tons ? 

Mr. Barry. The Southern Farmer, Birmingham, Ala. 

The Chairman. They get all of it ? 

Mr. Barry. Yes, sir. 

The Chairman. What price are you selling to them at? 

Mr. Barry. We add about a quarter of a cent profit. 
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The Chairman. They buy of you, and then you supply them by 
tralisf erring that order over to Finch-Pruyn ? 
• Mr. Barry. That is true; yes, sir. 

The Chairman. Have you any other contracts ? 

Mr. Barry. Not on newsprint paper, to my knowledge. 

The Chairman. Where do you get this newsprint paper from which 
you carry in stock ? 

Mr. Barry. We have been compelled during the last few months 
to buy wherever we could buy in the open mainket. 

The Chairman. Let us go back to the last few months, as to your 
dealing before this shortage came on. You did have contracts with 
a number of companies? 

Mr. Barry. Yes, sir. 

The Chairman. And they have canceled those contracts with you i 

Mr. Barry. They did. 

The Chairman. They refused to renew them ? 

Mr. Barry. Yes, sir. 

The Chairman. When did they refuse to renew them ? 

Mr. Barry. In December. 

The Chairman. The only ones you were able' to renew, or get in 
any form, were the ones you told us about? 

Mr. Barry. Yes, sir; but we only got one-half of the usual tonnage 
in that case. In other words, we have had approximately from 
35,000 to 40,000 tons of newprint paper last year. This year we 
only have — ^well, I should say amongst the three companies, 8,000 
tons, from Booth and five or six hundred tone from tne St. Regis 
people and a thousand tons from Finch-Pruyn. Outside of that we 
have had to buy wherever we could. 

The Chairman. So you have not had anything to put in stock 
imder any of these arrangements this year ? 

Mr. Barry. Excepting a few cars of sheets that we got from the 
Booth mill, as they carry them, from mill rolls. 

The Chairman. What is this sheet paper used for? 

Mr. Barry. That is for the small country newspapers that use 
such paper instead of roll paper. 

The Chairman. How much of that have you handled this year? 

Mr. Barry. Well, we have handled, I should say, 50 tons a month 
against probably 150 tons a month formerly. 

The Chairman. When you handled that, was it sent to you and 
put in your warehouses, and delivered direct ? 

Mr. Barry. In most cases it went to our warehouses, very few of 
the sheet customers buying in carload lots. 

The Chairman. What price did you pay ? 

Mr. Barry. You mean last year ? 

The Chairman, Yes. 

Mr. Barry. The price was around 5^ or 6 cents. 

The Chairman. What price have you been paying this year ? 

Mr. Barry. In seUing ? 

The Chairman. Paying. 

Mr. Barry. Well, of course, what we are buying in the open 
market 

The Chairman. I mean what you got from Booth ? 

Mr. Barry. Five cents net the mill. 

The Chairman. Then you are still getting it ? 
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Mr. Barry. In car lots; in small lots. 

The Chairman. It comes in, and you still get it at 5 cents? 

Mr. Barry. Yes, sir. 

The Chairman. What have you been selling that paper for that 
you pay 5 cents for ? 

Mr. ^ARRY. That paper comes into our warehouse; it is put in 
with the other paper that we buy in the open market at 9, 10, 11, or 
12 cents. We nave been selling it for 9 and 11 cents a pound until 
last month. , We had to raise, oecause we did not have any of the 
cheap paper at all, and the consequence was we would have been 
losing if we had not raised the price. 

The Chairman. While you were getting this paper at 5 cents from 
the mills this last year, what were you having to pay in the open 
market ? 

Mr. Barry. I should say around 9 or 10 cents and as high as 11 
cents. 

The Chairman. What were you selling for; how much of an ad- 
vance ? 

Mr. Barry. We tried to make a uniform price by throwing it all 
together — ^low-priced paper and high-priced paper — selling it around 
9 and 10 cents. 

The Chairman. How much profit did you make on the average ? 

Mr. Barry. Not over 20 per cent, or 25 per cent; that is, based 
on the warehouse cost, what we honestly thought it would cost us 
on the average. 

The CHAmMAN. Did you bring with you this tabulation of pur- 
chases and sales? 

Mr. Barry. It would have taken several months to prepare it. 
But we would be very glad to do it. 

The Chairman. I do not want you to do several months' work 
on it. 

Mr. Barry. You see, we have these 14 houses, and it would take 
that time to go through all the records in order to get it. 

The Chairman. You have been talking here of what you have 
done. Are these statements that you have made applicable to all 
your houses ? 

Mr. Barry. Yes, sir; as near as possible, as I understand it. 

The Chairman. And your only aim is to make an average of about 
20 per cent on the paper that you warehouse ? 

Mr. Barry. That is, newspaper. 

The Chairman. And that you only aim to make approximately 
a quarter or half cent a pound on paper where you nave — ^well, 
really acted as broker; that is, you never handled the paper your- 
selves, it is delivered right from the mills ? 

Mr. Barry. Yes, sir. 

The Chairman. Has the business been pretty profitable during 
the last year ? 

Mr. Barry. Yes, sir. 

The Chairman. Any more so than usual ? 

Mr. Barry. I should say it isimore profitable than usual. 

The Chairman. How much excess-profits tax did you have to pay? 

Mr. Barry. That, Senator, I could not answer. That is a matter 
that is handled exclusively by the Treasury Department, and the 
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only time that.it ever comes before our notice is as directors, but 1 
think it is around $150,000. 

The Chairman. That was paid on your profits, after you made 8 
per cent ? ' 

Mr. Barby. Yes, sir. 

The Chairman. Do you know of any arrangement between news- 
paper publishers or dealers to control prices or hmit the output, 
corner the market ? 

Mr. Barry. No, sir; I do not think that there are any such com- 
binations in existence at the present time. 

The Chairman. Has there been in the last year? 

Mr. Barry. I do not think so. 

The Chairman. You have not been a party to it, nor your 
company ? 

Mr. Barry. No, sir; I do not belong to any association. 

The Chairman. What do you say is the cause of paper shortage, 
in your opinion ? * * 

Mr. Barry. That is my opinion, Senator ? 

The Chairman. Yes. 

Mr. Barry. Well, now, my observations are that if a sensible 
balance could be made of the present production of newsprint paper 
there would be plenty of paper to go around. You can understand 
from what testimony I have given here that our fimction is as dis- 
tributors largely to the small pubUshers, and it is pathetic to hear 
some of their tales as to this paper that they have to pay exorbitant 
prices for. There is a general feeling amount the smaller pubUsbers 
that the large metropolitan daiUes would like to see the small pub- 
lishers eUminated, and the metropoUtan papers take their place in 
these small towns. The proposition, as I see it, is that this very 
high-priced paper is burdensome only upon the small pubhsher 
because the large pubhsher is covered in perhaps 76 per cent of his 
tonnage in low-pnce contracts. He buys up all the spot cost that 
he can get at any price that you ask him, and absorbs it into his 
low-price paper and continues to issue this enormous number of 
pages — Sundays, and very often weekhes. 

As I see it, less than 1 per cent of the newspapers control the 
whole situation; in other words, there are some 3,000 newspapers 
or more in the United States, daily newspapers, that are suflfering 
because some 20 or 26 control the large bulk of the tonnage. 

My theory is that if that could be curtailed or prevented so that 
there would be a sensible balance as to the number of pages that 
these large metropoUtan daihes get out, there would be an abundance 
of paper for everybody in the newspaper field and at reasonable 
prices. The price they are now being charged, of 14, 16, and per- 
naps 16 cents, we think is entirely unfair and imnecessary, ana we 
would like to see the price of paper where we could sell to small 
pubhshers for 7 or 8 cents so they could live and exist. The small 
publisher can not afford to pay 14, 15, or 16 cents a pound for the 
paper that he buys, as he has no low-price paper to absorb that like 
the metropolitan daily has. 

The Chairman. How do you account for the fact that you have 
had to pay 8, 9, and 10 cents for paper in the market when you had 
these contracts here of 6^ cents and other contracts at 4^ cents? 
You buy from the mills, do you not ? 
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Mr. Barry. Mostly from brokers; small brokers. In other words 
the mills as the usual thing do not seem to want to offer us the paper 
or deal with us directly for one reason or another, which I am unable 
to tell. 

The Chairman. Your credit is good, is it not ? 

Mr. Barry. Yes, sir. 

The Chairman. It is an old house ? 

Mr. Barry. Yes, sir. 

The Chairman. And yet if you wanted to reach a mill and get a 
supply of paper you would have to pick it up through some small 
concern ? 

Mr. Barry. As a usual thing; yes, sir. 

The Chairman. Do you thmk this sort of scheme has existed of 
mills refusing to sell to large houses like yours and doling their paper 
out through Drokers so as to get an extra price to the mills without 
the mill being held responsible for three or four prices ? 

Mr. Barry. I think Ihat is the situation exactly. I think they 
would prefer to deal with the small broker — an unknown quantity — 
rather than a responsible and reliable biff institution. 

The Chairman. That is to say, a mill owner, you think in some 
instances at least, having a supply of paper on hand which he could 
furnish to you, a large distributor, but which you would expect to 
acquire at something like the prices you were getting the paper for 
under your contract, instead of demanding a Targe price from you 
has just simply stated that he did not have the paper, and at the 
same time he has been turning that paper over to some broker to 
sell, the broker making a commission and paying him the high price 
which the broker received in the market. Do you think that is 
the scheme ? 

Mr. Barry. I think in some instances that is true. Then, again. 
Senator, those small brokers seem to have had the advantage of 
going to the small mills that had not made newsprint paper and 
induce them to make newsprint paper, and they get the tonnage 
instead of its going through a distributing company hke our own. 

The Chairman. Do you know of any large mills that have pursued 
this practice that we were discussing a moment ago ? 

Mr. Barry. I do not know of a definite case excepting perhaps 
the Jeb Scott Paper Co. 

The Chairman. What are the circumstances about that, as you 
understood it ? 

Mr. Barry. WeU, they apparently had sold some tonnage to some 
of the smaller brokers, and the smaller brokers perhaps took advan- 
tage of the price they furnished that paper for and sold it at the top 
of the market. 

The Chairman. Do you know of any arrangement by mills under 
which they, if they have contracted, away part of their product 
have then contracted their entire surplus with two or three brokers, 
thus giving the control of the product of that mill? 

Mr. Barry, I do not know definitely of any mill that has done 
that. I have an idea that that is quite correct. 

The Chairman. Have you anything to lead you to conclude that 
that practice has been indulged in by any particular mills J 

Mr. Barry. Excepting that we were obj^ed to buy directly from 
those miUs which I have mentioned, the St. Regis and the Remmgton, 
mills of that sort that we have been accustomed to deal with. 
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The Chairman. But you rather infer from that, without actually 
knowing, that they preferred to sell their surplus in some way so 
that they could realize on this high market ? 

Mr. Barry. I rather think so. 

The Chairman. That is all I care to ask. Have you anything 
further to suggest ? If so, the committee will be glaa to have you 
do so. 

Mr. Barry. I would Uke to say that we, as a national distributor, 
would be very glad to offer our services in this emergency for the 
distribution of any newsprint paper that might be avauable through 
*^y fl'g^i^cy of the Government, or through other agencies, such as 
m igh t be arranged hy the mills. 

We would be wilhng to take that tonnage, and there are several 
other large distributors as well as ourselves that I believe would be 
willing also to do the same thing, and handle that tonnage that 
might come into our different warehouses, and others in different 
parts of the country, and distribute that as best we know how, from 
all our records — and we have them kept up to date of the amount of 

Saper that each publisher usually uses, and the size he uses — and 
is tribute that paper through our warehouses on a 15 per cent 
margin, which perhaps would not show us any profit directly, because 
as near as we can estimate it our average cost of handling that now 
is about 15 per cent, because some houses have a lower cost than 
others as you will readily understand. But we would be very glad 
to offer our services for any available tonnage that could be had 
and to distribute it in less than carload lots through our warehouses, 
carrying the accounts, and making whatever deliveries are necessary 
on a 15 per cent margin on carload business direct. We would be 
very glad to put it on a 3 per cent conmiission basis. 

Now that is one possible way, for a tonnage, say, for instance, that 
can be taken from the large warehouses of newsprint, of say 10,000 
tons, I beheve that 10,000 tons of paper, if it could be had from these 
large pubUshers, would solve this whole matter of high price print paper 
to a very large degree. It would knock the bottom out of this 14 and 
15-cent paper because it would then mean that the small publisher 
could buy his paper for around 6 or 7 cents a pound and could live 
and exist on that basis. 

The Chairman. How long would 10,000 tons last? 

Mr. -Barry. I should say 10,000 tons of paper to these smaller 
pubhshers, using from 25 to 100 tons a year, would cover the balance 
of this year — six months at least. 

The Chairman. If I get you, you think that if the great newspaper 
publishers of the country would release out of their supplies 10,000 
tons of paper and turn it over to you, or turn it over to you and three 
or four other responsible houses, to be by you distributed to the small 
newspapers of the country, that that would break the spot market 
and reduce the price to 6 cents, or about that ? 

Mr. Barry. That is my opinion. 

The Chairman, And vou would be willing to do that on the basis 
you have just indicated? 

Mr. Barry. Yes, sir; we would be perfectly willing to make an 
agreement to do that. 

The Chairman. We are very much obUged to you for your sugges- 
tion. 
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Mr. Barry . It occurs to me to be a definite proposition, and would 
be along the line of helping to solve this awful situation. I will tell 
you, Senator, that it is heart-breaking to hear the stories of these 
poor pubUshers who come in begging for paper when we have not 
got it to give them. In the first place, we had to buy at 14 or 15 
cents a pound, we would have to handle it at a profit, and we would 
rather not handle it on that sort of basis because we can not afford, 
as a big company that we are, and with the reputation we have, to 
be put m the profiteer class, which would naturally be the case if we 
had to charge 14 and 15 cents a pound. 

The Chairman. Just one thing more. With the other xjlasses of 
paper, there has been a very stiff advance there also, has there not ? 

Mr. Barry. Yes, but not in proportion. Take, for instance, 
wrapping papers; take the dry finished butcher fiber, that is made 
up practically of the same furnish of say 75 per cent gjroimd wood 
and 25 per cent sulphite — the cost of making tnat wrapping paper is, 
if anything, less than it is for newsprint paper. That paper is selling 
in the west around 7^ cents. 

The Chairman. What did you formerly get it at ? 

Mr. Barry. Around a year ago, I should say 4 or 4^ cents. The 
vast jump has not taken place in that as it has with regard to news- 
print paper because of the fact, as I see it, that the large publisher, 
when you offer him a car of 100 tons of paper at 14 or 15 cents a 
pound, grabs it.^ He is bidding against the poor little fellow in 
Timbuctoo who can not afford to pay it. 

The Chairman. The newspaper publishers, a number of them who 
have been here representing large city papers, state that recently 
they have withdrawn entirely from the spot market. Have you 
seen any evidence of a break m the spot market ? 

Mr. ^ARRY. I was in hopes that the action taken by the American 
Newspaper Publishers' Association in New York two or three weeks 
ago, at which they agreed not to use any more paper than they used 
in 1919 — ^would break the market. Appa'rently it has not had any 

Particular effect on the price of this spot car newsprint paper as yet. 
have felt that there is evidence on the part of some of these pub- 
lishers to try to live up to that agreement, and they are not buying, 
as I see it, as quickly now as they did before. If that agreement 
«ould be lived up to — ^which a great many of the publishers them- 
selves doubt very much — it wouui solve the problem, but the general 
supposition is that unless the Government's strong arm takes hold 
of tnis proposition, it will not be solved, and newspaper may go to 
20 or 25 cents a pound. 

The Chairman. How can the Government take hold of it? What 
can the Government do of a practical nature ? 

Mr. Barry. Well, Senator, I think the Government has powers in 
a great emergencv through which they could act. The intelligence 
of the people is almost as necessary as food, to a certain extent, but 
it looks to me as though some of the small publishers woul9 have to 
go out of existence, and the country communities will have to depend 
on city newspapers for their intelligence as to affairs that are taking 
place in the country. 

The Chairman. We all know the necessity for newspapers, but 
would you advocate the Government going into the market and 
seizing the paper ? 
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Mr. Barby. I would advocate the Government, if it has the power, 
restricting the excessive use of newsprint paper under these conditions. 

The Chairman. Well, of course, 1 think no one will claim we have 
power in time of peace, at least, to pass laws saying that newspapers 
shall not be more than a certain size. I am glad we have not that 
power. 

Mr. Barry. You have not that power? 

The Chairman. No; I think there is no question about that, and 
I am glad we have not got it because somebody might some day want 
to restrict the size so that they would cease to be real agencies for 
the protection of the liberties of the people. We probably have the 
power, and undoubtedly have the power, to fix different rates for 
publications going through the mails, but the answer to that is that 
the great Sunday paper does not circulate much through the mail; 
it is chiefly circulated locally, and that where it is sent from one town 
to another, it is frequently, if not generally, sent in bundles by 
express. There is another possible power and that would be by the 
excise tax, making the tax so high on the large papers that it would 
be almost prohibitive. I am not sure that that exists. But outside 
of those two powers I know of no way for the Government to regulate 
the size of a newspaper any more than to regulate the size of a man's 
boots, or any more than it could regulate your right to buy and sell 
newspaper. However, those are ' the only suggestions that you 
desire to make ? 

Mr. Barry. Excepting, along that line, is it not possible, and quite 
probable, for the Government, acting in this capacity, to prevail upon 
the large users of newsprint paper to give up a certain small percentage 
of their vast tonnage to be put into a pool for distribution to small 
publishers ? 

The Chairman. That could be done by agreement and negotiation, 
of course. They can negotiate for anything that the other man is 
willing to negotiate for. 

If there is nothing else that you desire to sav, we are verv much 
obliged to you for appearing before us. I will say that unless the 
price given by everyone else is made public, yours will be, and I 
think there is no necessity for putting in the names. 

Mr. Barry. I thank you verj much, Mr. Chairman. 

The Chairman. Mr. Spencer is here. 

STATEMENT OF MR. L. B. SPENCER, DUNCAN & SPENCEB, 
PULP, PAPER AND PAPER BAGS, CHICAGO, ILL. 

The Chairman. Where do you reside ? 

Mr. Spencer. At Evanston, 111. 

The Chairman. What is vour business ? 

Mr. Spencer. We are brokers; our firm name is Duncan & Spencer. 

The Chairman. Where do you operate ? 

Mr. Spencer. In Chicago. 

The Chairman. Are you a firm or corporation ? 

Mr. Spencer. No; we are a partnership. 

The Chairman. Where are your ofiices ? 

Mr. Spencer. Ill West Washington Street, Chicago, 

The Chairman. Do you carry any stocks ? 

Mr. Spencer. None whatever. 
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The Chairman. How long have you been in the brokerage business '« 

Mr. Spencer. We started in about the 1st of September, 1918. 

The Chairman. Had you previously been in the newspaper busi- 
ness ? 

Mr. Spencer. I have been in the newspaper business for 23 years. 

Senator McNary. You are acting in the capacity of broker ? 

Mr. Spencer. Yes, sir. 

Senator McNary. Do you supply the capital that is required to 
conduct the production of paper ? 

Mr. Spencer. Not at all. 

Senator McNary. You locate a purchaser and then you have the 
supply house, and you bring the two together ? 

Mr. Spencer. Yes, sir. 

Senator McNary. What is your ordinary commission for this 
purpose ? 

Mr. Spencer. That depends on the grade of paper. 

Senator McNary. Let us confine ourselves to newsprint paper — 
that department, as that is the limitation of this inquiry. 

Mr. Spencer. I understand. We have been getting, I should say, 
from $3.50 to $5 a ton. That is about an average. It has never 
exceeded $5 a ton. 

Senator McNary. That is about a quarter of a cent ? 

Mr. Spencer. Yes, sir; a quarter of a cent. 

Senator McNary. It has never averaged since you have been in 
business — since 1918 — higher than that? 

Mr. Spencer. No, sir. 

Senator McNary. You have made a very moderate charge. How 
much business did you do in 1919 ? 

Mr. Spencer. In newsprint ? 

Senator McNary. Yes; just approximate it. 

Mr. Spencer. I think about $3,000 worth of news. News is a side 
issue with us. Our business, our real business, is wrapping paper and 
paper bags. 

Senator McNary. Manila bags ? 

Mr. Spencer. Paper bags, and we have handled a very limited 
tonnage in newsprint. I think altogether since we started in business 
in 1918 we have shipped about 850 tons. 

Senator McNary. From where did you obtain this paper ? 

Mr. Spencer. Some of it comes from the American mills and some 
from Canadian mills. 

Senator McNary. The regular newsprint mills ? 

Mr. Spencer. I should say they were, in the main, yes; not all. 

Senator McNary. Some were conversion mills ? ^ 

Mr. Spencer. Some were conversion mills. Some of the paper I 
do not know where it comes from. 

Senator McNary. Do you get contracts for a certain output of the 
mills ? 

Mr. Spencer. We have no contracts on news. 

Senator McNary. Have you had any ? 

Mr. Spencer. None at all. 

Senator McNary. If a newspaper man comes to you and wants a 
carload of paper you immediately take up the inquiry with a number 
of manufacturers and if you can get him the paper you do so, and you 
make a charge for the service rendered ? 
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Mr. Spencer. Yes, sir. 

Senator McNary. So that prevents the necessity of having a 
contract? 

Mr. Spencer. Yes, sir. It has been current business entirely. 

Senator McNary. Have you ever bourfit any from brokers ? 

Mr. Spencer. I think some of our stun has come from brokers. 

Senator McNary. Will you give. me the price at which you have 
sold paper of this same kind, that is, newspnnt paper, since January, 
1920,. or you might go back of that if you have the date, to, say, 
October ? 

Mr. Spencer. We really did not get any news to amount to any- 
thing imtil along in November. 

Senator McNary. Well, start in from that time. 

Mr. Spencer. At that time we sold a car at 7.25; another 7.75, 
7.50, 7.60, 7.75 

Senator McNary. That is all in November ? 

Mr. Spencer. Yes, sir. 

Senator McNary. I do not care particularly for all, but it was 
around 7 cents ? 

Mr. Spencer. Yes, sir. 

Senator McNary. Now turn to December and give the general 
average. 

Mr. Spencer. The December price was about the same — 7.50 
and 7.75. 

Senator McNary. Now go to January. 

Mr. Spencer. Here is a car in February, 100 tons in February, at 
10.50; March, 10.50; March, 11; March, 10.50; March, 10.50. Here 
is one in March at 11.50. You see some of this stuff was sold to 
jobbers, the large proportion of it, I should say, was sold to jobber^. 

Senator McNary. By you ? 

Mr. Spencer. Yes, sir. Our business is not with the consuming 
trade. We sell to jobbing houses; we sell our wrapping to jobbing 
houses and our bags to jobbing houses. 

Senator McNary. You have no factory connected with your 
business ? 

Mr. Spencer. We have for our wrapping bags. We are under a 
contract with a concern down East here and represent them in a cer- 
tain territory. As we go aroimd the jobbers will iaquire for news, 
and that is how these sales happened to be made. 

Senator McNary. Before it reaches the newspaper, imder your 
plan, you as jobber, another jobber to whom you sell, both take off 
atoll? 

Mr. Spencer. They have probably added theirs the same as we 
have, but our commission has invariably been, as I say, from $2 to 
$5 a ton. 

Senator McNary. Have you sold for any larger sum than the 
figures you have given ? 

Mr. Spencer. I think we sold one car at 12^ cents. 

Senator McNary. To whom did that move ? 

Mr. Spencer. It went to Mr. Hearst's Herald Examiner in Chicago. 
Here is one more car [indicating] — one at 12J, that went to the Na- 
tional Gleaner Forum. 

Senator McNary. From whom did you get that paper, what 
factory ? 
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Mr. Spencer. That was bought from the Wright Co., in New York; 
they operate a mill in Pennsylvania. Whether they made this paper 
at that mill or not I do not know. I think they maj not nave. 
They had contracts — that is I say they had contracts, I think they 
had, bought up a certain tonnage from certain Canadian mills. I do 
not know what that Province is. I have not taken any particular 
interest in the news game. As I have said, it is a sort of side issue 
with us. Our total business, or total commissions on paper and paper 
bags last year was in the neighborhood of $40,000. Our print last 
year was about $3,000. 

Senator McNary. It is hardly worth fussing over. 

Mr. Spencer. It is just a sort of side issue. 

Senator McNary. Do you know anything about the present situa- 
tion which is, of course, as you know, provoking much complaint from 
the publishers of small papers ? 

Mr. Spencer. I only know this, that we have been through four 
years of war, that is we have not been individually but the world has, 
and it has created naturally a disturbed condition. 

Senator McNary. Yes; I am sure we aU understand that. What 
is your idea of the remedy^ or have you such an idea ? 

Mr. Spencer. I think that the newspapers should follow their own 
good advice to themselves and curtail production. 

Senator McNary. But they won't do. that. 

Mr. Spencer. They won't do it. Then they will probably have 
to pay long prices for newsprint. 

Senator McNary. You expect the prices to continue upward? 

Mr. Spencer. I do not know; that is hard to say. It aU depends 
on what relief is offered in the matter of deliveries by railroads. 
We went through a very severe winter in the East which interfered 
seriously with deliveries but of Canada. There should be a better- 
ing of conditions so far as the traffic end of it is concerned now. 
What the spring will bring in the way of water nobody knows; I 
can not tell. The newspaper depends largely on ground wood. 

Senator McNary. That, of course, the committee Imows. If 
others had dealt as generously with the papers as you have, we 
would not have called you here. We selected you on account of 
your prominence in Chicago. A great many people have come here 
from the New England States, and we wanted to have the views of 
gentlemen from the West. You say that newsprint with you is a 
small item ? 

Mr. Spencer. Yes, sir. 

Senator McNary. Now that is about the whole situation, as you 
have briefly outlined it ? 

Mr. Spencer. Yes, sir. 

Senator McNary. Then we will not detain you longer. 

Mr. Spencer. I thank you very much. 

The Chairman. The committee will now adjourn until to-morrow 
at 10 o'clock a. m. 

(Accordingly, at 3.40 o'clock p. m., the committee adjourned 
until to-morrow, Thursday, May 6, 1920, at 10 o'clock a. m.) 
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FBIDAY, MAY 7, 1920. 

United States Senate. 
Subcommittee on Manufactures, 

Washington, D, C, 

The subcommittee met pursuant to adiourmnent at 10 o'clock 
a. m. in the committee room in the Capitol, Senator C. L. McNary 
presiding. 

Present: Senators McNary (acting chairman), Gronna, and Walsh 
of Massachusetts. 

The committee resumed the hearing in executive session. 

STATEMENT OF MB. HAROLD S. SMITH, VICE PBESIDERT, 

THE WEIGHT CO., NEW YOBK. 

Senator McNary. State your name and connection? 

Mr. Smith. Harold S. Smith, Vice President the Wright Co., 
New York. 

Senator McNaby. In what line of work is your company engaged ? 

Mr. Smith. The buying and selling of paper. 

Senator McNaby. As brokers ? 

Mr. Smith. We do not carry a stock, and we do not do a commis- 
sion business. What I mean by that is, we accept credit responsi- 
bility, our own company. 

Senator McNary. You act as agents then for any of the manufac- 
turers of newsprint paper ? 

Mr. Smith. Not directly; no. We buy and sell to the best ad- 
vantage. 

Senator McNary. You say you do not seU on commission ? 

Mr. Smith. No. . 

Senator McNary. What service do you perform ? 

Mr. Smith. We distribute the mill product. We have inquiries 
from newspapers which we put iip to the mills and secure their price, 
and sell at our price. 

Senator McNary. Then do you receive your commission from the 
mill or from the newspaper ? 

Mr. Smith. In reahty that is a profit, the difference between the 
mill's price and the price at which we sell. 

Senator McNary. Do you have to supply any capital for that ? 

Mr. Smith. Yes, sir. 

Senator McNary. Or do you simply transfer the paper from the 
min to the ne wsp aper ? 

Mr. Smith. We supply all the capital and accept the credit respon- 
sibility. ' . 

'Senator McNary. Have you contracts with any of the mills ? 

77 
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Mr. Smith. We have some contracts that run for several months 
at a time. 

Senator McNary. Have you contracts at this time ? 

Mr. Smith. We have one or two. I do not know that you could 
class them as contracts. They are orders which caU for later delivery. 

Senator McNary. With what mills i 

Mr. Smith. The News Pulp & Paper Co. That is a Canadian 
concern. With the Harmon Paper (Jo., the Frank Gilbert Paper 
Co., the Hennepin Paper Co.. • 

Senator McNary. Have you with you the contracts with these 
concerns ? 

Mr. Smith. I have a good many of them with me, yes. 

Senator McNary. Can you supply the committee, for the record 
with the names of the concerns with whom you have contracts ? 

Mr. Smith. I believe so. 

Senator McNary. I think it will take only a minute for you to do 
it. You imdergtand this is an executive session, and this is not to 
be made public. We do not want to do anything that would injure 
your business. We simply want to know the general condition 
regarding the newsprint paper situation. If you can supply that 
information, that I think will be sufficient for the purpose. 

What is the lowest and what is \he highest contracts you have for 
newsprint paper ? 

Mr. Smith. The lowest we have on our books now is about 9f 
cents. 

Senator McNary. That you pay the manufacturer ? 

Mr. Smith. No. What we pay the manufacturer is 9J cents. 

Senator McNary. What is the highest contract you have ? 

Mr. Smith. The highest contract we have is about 14 cents. 

Senator McNary. What mill charged you 14 cents ? 

Mr. Smith. The News Pulp & Paper Co., Canada. 

Senator McNary. Is that a newsprint mill or is it a converted mill ? 

Mr. Smith. That is a newsprint mill. 

Senator McNary. It has made nothing but newsprint paper ? 

Mr. Smith. That is all they make now. 

Senator McNary. Was it built for that purpose ? 

Mr. Smith. It was. 

Senator McNary. What is the date of the contract you have for 
14 cents ? 

Mr. Smith. That order is only about a week old. 

Senatof McNary. For how much paper ? , 

Mr. Smith. That was for only a car. When that contract was 
taken the market price in New York was about 15i cents. 

Senator McNary. That is the spot market price ? 

Mr. Smith. The spot market price, yes, sir. 

Senator McNary. How much paper have you under contract, 
measured in tonnage ? 

Mr. Smith. That would be hard to say. It probably is several 
thousand tons. 

Senator McNaby. You wlQ supply for the committee a statement 
of the mills with whom you now have contracts, the price per pound, 
the tonnage, the dates of contracts. As I have said, it is a matter in 
confidence, and it will not be given out to vour injury at all. 

Do you sell to brokers or to newspapers f 
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Mr. Smith. Sometimes we may sell to brokers. You see, some 
brokers would receive inquiry for news print that we would not re- 
ceive. We might have that tonnage to offer, and offer it to them. 

Senator McNary. Then you do not sell on commission like 3 or 4 
per cent, or a quarter to a half a cent a poimd, but you make your 
contract with tne mill, and then you sell for as high a price as you can 
get over the contract ? 

Mr. Smith. No. We really have our paper sold before we buy it. 

Senator McNary. What is the average comihission, we will call it, 
that you make on a pound of paper? 

Mr. Smith. I would say it averages between 5 and 6 per cent. 

Senator McNary. Have you reduced it to the fraction of a cent 'i 

Mr. Smith. I could not without going over all of our records. 

Senator McNary. Do you think it averages over half a cent ? 

Mr. Smith. No, I do not believe it does. I think it would average 
less than a half a cent a pound. You see, we are entitled really to a 
larger percentage of profit than a broker, because we have to furnish 
the capital and carry credit risks. Therefore, we naturally have a 
larger working force, and our expenses are much greater. 

Senator McNary. Can you give us, for the use of the committee, 
the maximum toll that you have charged on a transfer of paper, and 
the minimum ? 

Mr. Smith. Fourteen and one-half cents is the maximum. 

Senator McNary. That is the price. What is your charge out of 
that, what you receive in compensation for your services ? 

Mr. Smith. Ten dollars a ton. 

Senator McNary. That would be half a cent a pound ? 

Mr. Smpth. Half a cent a pound, yes. 

Senator McNary. That is the greatest sum you have received, 
is it? 

Mr. Smith. Oh, you mean the greatest sum that we have received ? 

Senator McNary. Yes, sir. 

Mr. Smith. Why, in isolated instances, we may have received 
more than that where we have bought to better advantage and sold 
on a rising market. But on the \raole, I think the publishers will 
bear out that our prices have always been under the peak of the spot 
market. 

Senator McNary. Do you sell to the metropohtan press, to 
brokers, or to newspapers; 'if so, what class? 

Mr. Smith. We sell to newspapers, and in a few instances, to other 
brokers. 

Senator McNary. What newspapers, to what class of newspapers 
do you sell ? 

Mr. Smith. Large publications throughout the United States, 
daily papers. 

Senator McNary. Can you give the names of some of the more 
important papers ? 

Mr. Smith. The New York Sun, the New York World, the Birming- 
ham News, the Cleveland Plain Dealer, the St. Louis Post-Dispatch, 
the Globe Democrat, the Louisville Courier Journal. 

Senator McNary. That is sufficient. What is the amount of paper 
that you would sell in the course of a year; can you estimate that? 

Mr. Smith. You mean newsprint paper? 
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Senator McNary. Yes; we are confining our inquiry exclusively 
to that. 

Mr. Smith. Our firm has only been in the business since last May. 

Senator McNaby. 1919? 

Mr. Smith. 1919. 

Senator McNary. Your books wiU show how much paper you 
have handled during that time ? 

Mr. Smith. How much news print, it would show that. 

Senator MoNary. Can you supply the committee with that in- 
formation ? 

Mr. Smith. I could get that information. 

Senator McNary. If you will be so kind as to send it to the com- 
mittee, we will treat it in confidence. Do you own any mills, your 
company ? 

Mr. SMnn. We own one mill. 

Senator McNary. What mill is it ? 

Mr. Smith. The General Paper Co., Beaver Dam. It is a converted 
mill. 

Senator McNary. Where do you sajr it is ? 

Mr. Smith. The post office address is Pomeroy, Pennsylvania. 

Senator McNary. Have you an interest, financial or otherwise ? 

Mr. Smith. I owned the mill up to December. 

Senator McNary. That is, this same mill, and then you sold it to 
the Company ? 

Mr. Smith. I sold an interest to the Wright Co. last December. 

Senator McNary. Have you any other mills, Mr. Smith ? 

Mr. Smith. No. 

Senator McNary. Do you handle the sole product of this particu- 
lar mill ? 

Mr. Smith. Yes; we handle the sole product. We have it all con- 
tracted for. 

Senator McNary. What does it cost you to produce the paper at 
the mill ? 

Mr. Smith. Figuring the present price of raw material? 

Senator McNary. Yes; we will say in May of this year, if you 
know? 

Mr. Smith. It would cost between 8 and 9 cents. 

Senator McNary. What was the cost along in January of this 
year ? 

Mr. Smith. I don't remember what ground wood and sulphite 
were in January. 

Senator McNary. They were a little cheaper, however ? 

Mr. Smith. Yes, they were a little cheaper. 

Senator McNary. Yours is a converted mill, and you use wood 
pulp as the basis, do you not ? 

Mr. Smith. Yes. 

Senator McNary. Plus your sulphite ? 

Mr. Smith. Yes. 

Senator McNary. About 20 to 80 per cent proportion 1 

Mr. Smith. Yes. 

Senator McNary. Where do you get your wood pulp ? 

Mr. Smith. From Canada mostly. 

Senator McNary. Do you get it in the pulp form or in wood? 

Mr. Smith. In pulp form. 
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Senator McNary. What do you pay a ton ? 

Mr. Smith. The market price to-day is $100 at the mill. 

Senator McNary. In Canada ? 

Mr. Smith. In Canada. 

Senator McNary. Do you know what the freight is ? 
. Mr. Smith. The freight would be about $15 a ton, to my mill. It 
varies according to the percentage of moisture in the pulp; the freight 
varies. You may pay freight on probably anywhere from 40 to 60 
per cent of water.. 

Senator McNary. What do you pay for sulphite ? 

lifr. Smith. Sulphite to-day is worth about $160 at the mill. 

Senator McNary. What is the motive power of your mill, steam 
or water? 

Mr. Smith. Steam. We have some water, but it is only 29 hoise- 
power. 

Senator McNary. What is the capacity of your mill in tonnage ? 

Mr. Smith. Between 9 and 10 tons a day. 

Senator McNary. It is a small mill ? 

Mr. Smith. Yes; one machine. 

Senator McNary. I want to ask you your opinion in this matter. 
We have had testimonv here, and this is somewhat in confidence — the 
committee yesterday had some testimony from a mill operating in 
Canada, wmch supplies paper to Chicage newspapers, that their cost 
was 3^ cents per pound. And at that charge it netted them a 10 per 
cent dividend. They get their power from Niagara Falls, electric 
power. 

Mr. Smith. Hydroelectric. 

Senator McNary. Of course they are right near where the raw ma- 
terial is to be used. Yours cost, I believe you said, from 7 to 8 cents ? 

Mr. Smith. No; from eight to nine. 

Senatlr McNary. That is 300 per cent higher. Can you offer a 
reasonable explanation of the difference? 

Mr. Smith. Yes. They own their own timberlands. 

Senator McNary. Yes; they own their own timberlands. 

Mr. Smith. They grind their own pulp. 

Senator McNary. Yes. 

Mr. Smith. From water power. 

Senator McNary. Of course they have a capital investment in it, 
though. 

Mr. Smith. Well, they own their timberlands; they grind their 
own pulp from water power. 

Senator McNary. By electric power. 

Mr. Smith. I do not believe they grind wood pulp by electric power, 
because it is not an economical thing to do. It takes about 60 horse- 
power to grind a ton of pulp, and with hardly any exception, water 
power is used. 

Senator McNary. I see. 

Mr. Smith. They do not have any freight, or very little freight, to 
pay on that timber. They have no frei'ght to pay on their pulp. 
They have a machine that would turn out about twice the amount 
that our machine would turn out. 

Senator McNary. You think that there are natural causes for the 
difference in price ? 

Mr. Smith. Yes. 

14983—20 6 
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Senator MoNary. Now, will you supply that data to us? I think 
you have given us about all we wanted. There is one question I 
want to ask you, and Senator Gronna suggests, this: What would the 
pulp cost the mill which I referred to ? 

Mr. Smith. In Canada? 

Senator McNary. Yes. Supposing they did not grind it and they 
bought it the same as you do ? 

]V&. Smith. Supposing they bought the wood ? 

Senator McNary. Yes. 

Mr. Smith. Or do you mean what it costs them doing what they do ? 

Senator McNary. Both ways. 

Mr. Smith. Ordinarily, the way they do, I should say their ground 
wood would cost them about $40. 

Senator McNary. And yours cost you something over a hundred ? 

Mr. Smith. Ours costs us over a hundred, plus the freight. 

Senator McNary. Your mill is a converted one, and of course 
they are not as economical to operate as a large mill ? 

Mr. Smith. Our machine runs 275 feet a minute, while theirs runs 
between 700 and 800 feet a minute. 

Senator McNary. There is no economy in the operation of small 
mills ? 

Mr. Smith. No. 

Senator McNary. Have you any suggestion to make with respect 
to legislation that Congress might enact, or any cure for the present 
evils ? 

Mr. Smith. The only cure I see is for the newspapers to cut down 
their consumption of paper. If you put a Government tax, or 
Government control on news print, it will turn the converted mills 
back onto their regular grades, and that will take that extra tonnage 
out of the market. There is a great demand for other grades of paper, 
and they could very easily go back onto what they had been making. 

I was just saving this morning, take a miU like ours. If there was 
a Government control of newsprint, and there is a shortage of about 
a thousand tons a day; say we make 10 tons; that is 1 per cent out 
of the market, and we are really so small it could hardly be deter- 
minable. 

Senator McNary. Senator Gronna, have you some questions to 
ask? 

Senator Gronna. I do not know that I can amplify much. You 
said you received no commission from the mills with which you were 
deaUng. I did not understand whether you just acted as a selling 
agency for those people, or do you make a flat contract? Do you 
first make a straight out and out purchase? 

Mr. Smith. We make a straight out and out purchase from them. 
The way our business is conducted, we really have the paper sold 
before we buy it. What I mean is this. We get an inqmry from a 
publication. We get in touch with a mill, and we secure quotations, 
and we get in touch with the publisher. 

Senator Gronna. You first sell, and then you go to these companies 
and buy .wherever you can buy the cheapest ? 

Mr. Smith. That is the idea. 

Senator Gronna. So you really have no contracts with them ? 

Mr. Smith. We really have no contract with them until after we 
have sold the paper. 
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Senator Gronna. You would not call that a contract. You make 
a purchase, and all you do is simply to make a contract with them 
that you will deliver so much paper at such and such a sum. 
Mr. Smith. That is right. 

Senator Gronna. In other words you pay them the money, or 
are you doing business with them on a cash basis ? 

Mr. Smith. No, we have a credit standing. We may buy on 30 
days' time and sell on 30 days' time. When it is shipped, the bill is 
sent to us. 

Senator Gronna. It is charged to your account or to the paper ? 

Mr. Smith. It is charged to our account, and we accept all financial 
responsibility. If our customer does not pay us, it is no concern of 
the mills. We are financially responsible. 

Senator Gronna. That is why I am asking these questions, 
whether the mill sells the paper to the consumer of the paper, o;* 
sells it to you ? 

Mr. Smith. .No, they sell it to us. 

Senator Gronna. Then, of course, you are just doing what we 
might call a cash business. You have no contract. You have no 
standing contract at all.. You are simply in the market to buy as 
much paper as you have sold ? 

Mr. Smith. That is the idea. 

Senator Gronna. I think that changes it. 

Mr. Smith. The idea is that we get the inquiry from the publica- 
tion; we go to the mill for a quotation, and the mill gives us a quota- 
tion. We in turn quote our price to the publication, secure the order, 
and place it with the mill in our name for shipment direct to the cus- 
tomer. 

Senator Gronna. In other words, you really are brokers. 

Mr. Smith. We are a broker, but we do not do a commission busi- 
ness. That is about the size of it. 

Senator Gronna. You purchase at a flat price and you sell at what- 
ever profit you think you ought to have ? 

Mr. Smith. That is correct. 

Senator Gronna: That profit is not limited by the paper mills ? 

Mr. Smith. No. 

Senator Gronna. You fix the profit yourself? 

Mr. Smith. Yes. 

Senator Gronna. In other words, you fix the selUng price ? 

Mr. Smith. Yes. We do business similar to the Seaman Paper Co., 
who are here to-day. 

Senator Gronna. Do you get orders from any of these smaller coun- 
try newspapers ? 

Mr. Smith. Not to any great extent. Our business is all quantity 
business. 

Senator Gronna. Do you sell to what we call the wholesale trade t 

Mr. Smith. Jobbers, yes. 

Senator Gronna. What is the maximum profit per pound that you 
have sold paper at during the time that you nave been in business ? 

Mr. Smith. That would be hard to answer. In a few isolated cases 
it may have gotten as high as $20 a ton. 

Senator Gronna. A cent a pound? 

Mr. Smith. Yes. On the other hand, we may have sold for $5 a 
ton. On the average, it would be about $10 a ton, or less. 
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Senator Gronna. Why does it happen that your prices vary so 
much when you only buy after you have a contract for the paper? 

Mr. Smith. If we buy to a particular advantage we would get a 
little more profit. For instance, the market price of news print this 
week may be 15 cents or 15^ cents. We have bought a car for 14 
and sold it for 14^ cents. We could have gotten the peak of the 
market, I suppose, but that is not our method of doing business. As 
I say, our average profit is about 5 and 6 per cent. It costs us con- 
siderable to do business. 

Senator Gronna. That is net or gross? 

Mr. Smith, That is gross, gross profit. 

Senator Gronna. I think that is all I have. 

Senator McNary. If you will supply that data we have asked for, 
we will be obliged. We thank you, Mr. Smith. Mr. Olmsted, of the 
Butler Co., is here. 

STATEMENT OF MR. GEOBGE 0. OLMSTED, THE J; W. BUTLEE 

PAPEB CO., CHtCAGO. 

Senator McNary. This is an executive session, Mr. Olmsted, and 
whatever you say will be kept in confidence for the use of the com- 
mittee. 

Whom do you represent ? . 

Mr. Olmsted. J. W. Butler Paper Co., of Chicago. 

Senator McNary. Brokers ? 

Mr. Olmsted. Merchants. 

Senator McNary. In newsprint paper ? 

Mr. Olmsted. Including newsprint and other lines. 

Senator McNary. Your testimony should be directed to that 
especially. We are not going into any other inquiry. 

Do you buy stock or act as a broker on commission ? 

Mr. Olmsted. We buy stock. 

Senator McNary. You have stock on hand stored ? 

Mr. Olmsted. Yes, sir. 

Senator McNary. Are you a corporation ? 

Mr. Olmsted. Yes, sir. 

Senator McNary. What is the capital stock? 

Mr. Olmsted. That end of it I do not look after. I know it is a 
nominal capital stock. 

Senator McNary. How long have you been in business ? 

Mr. Olmsted. Since 1844. 

Senator McNary. Then it is an old institution ? 

Mr. Olmsted. Yes. 

Senator McNary. How much paper did you handle last year, and 
what is the average quantity in tonnage that you handled ? 

Mr. Olmsted. Of News ? 

Senator McNary. Yes. 

Mr. OiJviSTED. Since we ceased handling quite a considerable 
portion of the St. Regis product, which terminated about four years 
ago, our tonnage has not been so much. I would say in those years 
it would average approximately somewhere around five or six 
thousand tons. 

Senator McNary. Has it been that large the last two years ? 

Mr. Olmsted. No, I would say not. 
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Senator McNary. We are particularly interested from 1919 up to 
the present time. 

Mr. Olmsted. I would say it was less than that. It has been 
rather going down. 

Senator McNary. Do you own and operate mills ? 

Mr. Olmsted. We do not. 

Senator McNary. Do you get your paper under contract ? 

Mr. Olmsted. We have not been in those particular years. 

Senator McNary. What is the system by which you operate ? 

Mr. Olmsted. We have certain mills that sort of figure that we 
have an allotment of their product. It is really very small in any 
individual mill. Outside of that, we have had to get the paper 
wherever we could, considerable quantities of it on the open market. 
We have no contracts. 

Senator McNary. No written contracts ? 

Mr. Olmsted. We had one with the Canadian Export Paper Co., 
but they sort of fluked on it, as we say, and we did "not really get 
the paper. 

Senator McNary. If you find a purchaser you go to the mill ? 

Mr. Olmsted. Oh, we have a regular list of all publishers. We 
never go after any papers. 

Senator McNary. Do you buy for the small papers ? 

Mr. Olmsted. Yes, because they so frequently run regular print- 
ing shops in connection with them, so we feel a moral responsibility 
about what we can do for them. 

Senator McNary. Do these newspapers pay you a commission, or 
do you get it out of the manufacturer ? 

Mr. Olmsted. No, we buy it outright as a merchant would, and 
then we sell it. 

Senator McNary. What is your charge for that service ? 

Mr. Olmsted. Generally speaking, you might put it this way; we 
would aim to get from 3 to 5 per cent on car loads. This is from the 
mills direct, not out of stock. 

Senator McNary. I understand. 

Mr. Olmsted. And less than carloads, we will say from 5 tons 
and up, about ten. Then, less than 5 tons, which in almost every 
instance is ton lots for the little fellow, say a maximum from 12^ to 
15 per cent. Of course, some cases would be lower than that. 

oenator McNary. What is the maximum you have made in any 
given transaction in the last 18 months and the minimum; could 
you give those figures ? 

Mr. Olmsted. I could show the minimum losses, where we find 
some publisher in dire straits, and we would take a chance and give 
it to him, and then we found that when we had to buy it we had to 
pay more money for it. I have gone through here, and I could not 
find anything that was over 7 per cent in carloads. 

Senator McNary. Gross ? 

Mr. Olmsted. Seven per cent gross; these are all gross before any 
expense is taken out. 

Senator McNary. What has that left you as a net profit ? 

Mr. Olmsted. That is a pretty difficiut thing to say, because we 
do not have the expense segregated. These salesmen sell a lot of 
different things. But I might say this, that if we were to sell all of 
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our paper on the ba$is that we have sold news we would be in the 
sheriff's hands, I thmk. 

Senator McNaby. From what manufacturers do you buy ? 

Mr. Olmsted. I had to have this hurriedly compiled. 

Senator McNary. Have you data along that line that jou could 
leave with the committee ? If so, it might shorten the testimony. 

Mr. Olmsted. I have not it in definite shape as I would like to 
have it, but I can give you the names. 

Senator McNary. Very well; do so. 

Mr. Olmsted. Menasha Paper Co., Ladysmith, Wis.; Flambeau 
Paper Co., Park Falls, Wis.; Nekoosa-Edwards Paper Co., Port 
Edwards, Wis.; Canadian Export Paper Co., Montreal, Province of 
Quebec, Canada; A. G. Campion, Montreal, Province of Quebec, 
Canada; Hart Trading Co., New York City; Barton & Hobart Co., 
Chicago, 111.; News Pulp & Paper Co., St. Raymond, Province of 
Quebec, Canada; Interstate Pulp & Paper Co., New York City; 
Marathon Paper Mills Co., Rothschild, Wis.; Watab Pulp & Paper 
Co., Sartell, Minn.; Duncan & Spencer, Chicago, 111. 

Senator McNary. What have you been paying at the mills for 
newsprint paper since January 1 of this year ? 

Mr. Olmsted. You want the first three months of this yearl 

Senator McNary. We are not technical at all. We want to know 
about the prices you have been paying, the maximum and minimtma. 
Can you give us that ? 

Mr. Olmsted. I can. The point is that it varies so, because there 
are some certain mills that are taking care of us in first-rate shape, 
what we call our mills, see? But it is such a limited tonnage that 
we have to go out and buy from the brokers. 

Senator McNary. What do those mills charge you which you say 
are taking care of you ? 

Mr. Olmsted. We have had to pay from 7 to 8 cents a poimd. 

Senator McNary. Since the first of the year ? 

Mr. Olmsted. Yes. 

Senator McNary. What are these other mills charging that you 
depend upon and go out and make contracts? 

Mr. Olmsted. 7.96 for the first quarter of 1920. 

Senator McNary. That is from those mills that you have done 
business with for years, that are taking care of you nicely ? 

Mr. Olmsted. Yes. 

* Senator McNary. What are the other mills charging you ? 

Mr. Olmsted. I can explain this to the committee ii 1 may put it 
this way. These mills do not quote us these high prices. We can 
not seem to get it from them for some reason. I guess they sell to 
others, but we do not get it from them, but we get this high-priced 
paper from the brokers, or anyone, but we would prefer not to sell it 
to our publishers, but they are so insistent on getting this paper that 
we have had to get it where we can. I think that apparently comes 
through our city buying department. I see one here that we paid 
something like 14 cents a pound for, from a broker. 

Senator McNary. Who was the broker ? What was his name, and 
what was the date of the transaction ? 

Mr. Olmsted. I happiened to see that without knowing just which 
one it was. I gave you the names of some of the brokers just a 
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minute or two ago, and some of those people are the ones from whom 
we bought the high-priced paper. 

Senator McNary. And you in turn have sold this paper to news- 
papers, country papers ? 

Mr. Olmsted. We have sold it to some others, too. 

Senator McNary. Do you know of any collusion, or have you any 
suspicion that such exists between these brokers and the mills, where 
they are charging you 14 cents a pound ? 

Mr. Olmsted. No, I do not. From the situation I would assume 
there was none, because they are people that are not naturally 
thrown together at all. 

Senator McNary. Do you know of any agreement between the 
brokers of America, of Chicago or elsewhere, whereby they will hold 
the price of newspaper up ? 

Mr. Olmsted. No. 

Senator McNary. Is the broker striving to keep the price down as 
much as possible ? 

Mr. Olmsted. Of course to a broker, all that does not mean what 
it does to a merchant who has a hundred thousahd dollars in stock, 
you know. He just gets his commission on the sales, and he has 
practically got it sold, maybe, before he buys it, so that he does not 
have that particular interest in the market that a merchant would 
have. That is one of the differences between a broker and a mer- 
chant. 

Senator McNary. You spoke about this 14 cent transaction pass- 
ing through another broker. What is the most you paid to a mill 
since January, 1920, and what is the name of the mill, and where is 
it located ? 

Mr. Olmsted. We have bought very little, if any, from the mills 
that run to any such figures. Let me see if there is anything more 
than this 7.96, the market being up; it was high then. I don't 
think so. 

Senator McNary. Is that the peak price you paid to mills ? 

Mr. Olmsted. In January it runs through to fours and sixes. 
Here is one at 9.60, but that is from Arthur Rapp. He is a broker. 

Senator McNary. That is not what I want. 

Mr. Olmsted. No; that is not what you want. I don't think I 
have anything here. 

Senator McNary. If you have not anything over 10 it is not 
worth looking for. 

Mr. Olmsted. Here is one, 10.35, from Montreal. 

Senator McNary. What mill ? 

Mr. Olmsted. It is from A. G. Campion. I can not tell you what 
miU. He is a kind of aeent or commission man. 

Senator McNary. Did you not buy from a mill ? 

Mr. Olmsted. No. 

Senator McNary. You bought it from him ? 

Mr. Olmsted. That is the idea. 

Senator McNary. That is not what I want. I want to know if 
you have made any contracts with any newsprint mill ? 

Mr. Olmsted. No. 

Senator MoNary. What do you suggest in the way of a remedy 
in a way that Congress or the newspapers may put in practice ? 
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Mr. Olmsted. I have been thinking of that considerably. I 
would say that first, under the law of supply and demand, they have 
got to get production up and consumption down. The large news- 
papers are bidding for such surplus product as is available, and in 
paying this high price which they do, they average up with low- 
priced contracts. 

Senator MoNary. Yes, I know. 

Mr. Olmsted. You understand that, of course ? 

Senator MoNary. Yes. 

Mr. Olmsted. That makes the price for the small newspaper 

Senator McNary. We appreciate all that. What have you to 
suggest in the way of a remedy ? 

Mr. Olmsted. Simply to have every publisher in this country cut 
down consumption of newsprint paper. 

Senator McNary. That is what everyone recommends. , 

Mr, Olmsted. That is the only thing I can see there is. 

Senator McNary. Can that be done by legislation, or will they do 
it voluntarily, by agreement, if they get together ? 

Mr. Olmsted. I Would think that if the United States Government 
would permit them to get together in the matter, give them the 
privilege of doing it, that they would get together and do it. 

Senator McNary. Senator Gronna, have you anything to ask ? 

Senator Gronna. Do you not think it would be impossible to stop 
this pyramiding of prices by the mills themselves ? 

Mr. Olmsted. I have not thought about that. 

Senator Gronna. It is evident that prices are being pyramided 
right along from the mills to the brokers and from the brokers to 
the merchants, and from the merchants to the newspapers. 

Mr. Olmsted. On a comparatively small percentage of the whole 
product, however. It is this surplus. Sometimes it goes between 
four or five brokers before it finally lands in the hancS of the pro- 
ducer. That is the worst part of it. I do not know how you can 
help that, because one man gets it and he sells to another man, and 
he sells to another man before the publisher gets it. I know we have 
bought paper, some of the higher-priced paper, where it has been 
through several hands. 

Senator McNary. But none of the brokers that you know charge 
an exorbitant price for the serv^ice rendered ? 

Mr. Olmsted. In some of the instances that we know about, it 
would not appear that they have sold it at any exorbitant profit, so 
far as they are concerned. 

Senator Gronna. I can readily see that as a merchant — for that 
is really what you are — you are a paper merchant, you are anxious 
to keep prices down because you have your good money invested in 
stocks, but as to the brokers who have no money invested, who 
simply get orders and then go and buy, of course, it does not make 
so much difference with them; they make their profit anyway. 

Mr. Olmsted. One thing more right in that connection, that I 
think the committee ought to understand. The broker has no 
interest whatever per se m the small publishers. They have been 
our staunch supporters for 76 years. We have built along with 
them from grandfather to grandson. It makes all the difference 
in the world whether we are going to legislate, or anybody else is 
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going to legislate those fellows out of business. But we are compelled 
now to charge them a price where they can not continue living under 
it, gentlemen. They can not do it. But wh^t are we going to do ? 

I would give anything if this committee would simply say, ^' don't 
sell any of that high-priced paper/' If we could get somebody to 
stand back of us and tell our customers that we can not sell them that 
high-priced paper, we would be glad. But they come on their knees 
and say, '^even if it is 15 cents a pound, Olmsted, we have got to 
have the paper/' What are you gomg to do ? Until this thing hap- 
pened we would no more, I will say frankly, go to a broker to buy 
paper. But I will go further than that to say that we would go any- 
where to buy paper. 

Senator McNary. Now ? 

Mr. Olmsted. Why, yes; at any price, if the man sincerely tells 
us he has got to have it. I told the department, in fact, not to sell 
any of that paper, just to say to them that we would not be a party, 
we would not sell it. But we can not do that when the fellows have 
not got anything with which to publish their paper. 

Senator Gronna. That comes right back to the question I in- 
tended to ask you. Do you not think it would be possible for the 
manufacturer to hold down these prices by supplymg the dealers, 
the merchants like yourself, instead of doing business with these 
men who have no money invested, but simply are acting as brokers ? 

Mr. Olmsted. If you could do that it wpuld be a consummation 
devoutly to be wished. It would certainly go a long ways toward 
keeping this pyramiding of prices down. 

Senator Gronna. It rests with the manufacturers. At the same 
time there is a responsibility there, it seems to me, involved upon 
the manufacturers. TKey are permitting these things to be done. 

Mr. Olmsted.Wc can not buy this paper that those other brokers 
are buying from the mills. You may nave your own ideas why they 
won't sell us, but we can not buy it, practically can not buy it. Our 
mills are the ones that are treating us fairly, right around 7 cents a 
pound, but only a limited tonnage. Some of them are selling the 
bigger publishers at 5 cents. 

Senator McNary. I think the testimony has shown, sometime per- 
haps when Senator Gronna was not here, that some of* the con- 
verted mills, particularly, are in the game now because prices are up, 
selling to favorite brokers and no one else. 

Mr. Olmsted. We have spent money with one or two men around 
the country trying to see if we can not pick up some tonnage and see 
if we can help these people out. What I have here shows we might 
get paper at 4 cents a pound; then it is sold at 4.20. We might turn 
around and get some at 8 cents and then sell it at 8.40. We sell it on 
the basis for which we buy it. In our basis we work on known per- 
centages. There is no jumping around just because we could. Of 
course, our great interest is to get paper as cheaply as possible. 
But the country newspaper is going to be put out of business if this 
thing continues. 

Senator Gronna. Is it difficult for you to get paper from the 
manufacturers, because instead of selling it to you, wno are real bona 
fide dealers, they are selling it to brokers, and at much higher prices; 
is that true ? 
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Mr. Olmsted. Let me put it another way. The broker is getting- 
paper, and we go to the same mills and can not get it. You can 
figure it any way you want, but we can not get it. 

Senator McNary. We thank you very much. Call Mr. Jackson. 

STATEMENT OF ME. E. H. JACKSON, THE GUSHNOCK PAPEK 

CO. 

Senator McNaby. Mr. Jackson, this is an executive session; it is 
not to heaven to the public, but is simply for the use of the subcom- 
mittee. With what company are you connected ? 

Mr. Jackson. The Cusnnock Paper Co., Augusta, Me. With New 
York offices at 52 Vanderbilt Avenue. 

Senator McNart. Are you a manufacturer ? 

Mx, Jackson. Yes. 

Senator McNary. I thought you were a broker. 

Mr. Jackson. No. 

Senator McNary. What is the daily tonnage capacity of vour 
mill? 

Mr. Jackson. The capacity is about 30 tons a day. 

Senator McNary. It is not a regular newsprint null ? 

Mr. Jackson. No. 

Senator McNary. Is it what is called a converted or transformed 
miU? 

Mr. Jackson. We have been making a specialty of wrapping 
paper. 

Senator McNary. How long since you have been in the news- 
print business ? 

Mr. Jackson. Only since last fall. 

Senator McNary. What month ? 

Mr. Jackson. December, 1918, was the first news that we run. 

Senator McNary. Is your tonnage all newsprint ? 

Mr. Jackson. No; not all. 

Senator McNary. This inquiry has to do with newsprint. 

Mr. Jackson. About 12 tons a day is newsprint. 

Senator McNary. How long have you been making newsprint? 

Mr. Jackson. Since December, 1918. 

Senator McNary. Have you sold by contr«,ct ? 

Mr. Jackson. We have sold by contract, yes. 

Senator McNary. Or do you sell through your office in New York ? 

Mr. Jackson. We have sold by contract. 

Senator McNary. Have you contracts existing for aU your out- 
put? 

Mr. Jackson. Yes; at the present time. 

Senator McNary. Give us the names of those who have contracts 
with you ? 

Mr. Jackson. At the present time we are running on a contract 
forH. G.Craig & Co. 

Senator McNary. Where are they located ? 

Mr. Jackson. At 52 Vanderbilt Avenue, 

Senator McNary. That takes all of your output of newsprint? 

Mr. Jackson. PracticaUy all of it. There are a few small pub- 
lishers outside. His is the largest order we have. 

Senator McNary. What is the date of his contract ? 
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Mr. Jackson. December 23, 1919. 

Senator McNary. At what price are you selling him this paper 
at the mill ? 

Mr. Jackson. Six cents. 

Senator McNart. F. o. b. mill ? 

Mr. Jackson. F. 6. b. miU, less 3 per cent. 

Senator McNary. For cash ? 

Mr. Jackson. No; that is commission. 

Senat(Mr McNary. Less 3 per cent commission ? 

Mr. Jackson. Yes, sir. 

Senator McNary. That is H. G. Craig? 

Mr. Jackson. H. G. Craig & Co. 

Senator McNary. You spoke about others to whom you are 
selling. Do you m^an that you are selling on the spot market or 
to other pubhshers ? 

Mr. Jackson. No; we have some orders for Maurice O'Meara. 

Senator McNary. At what price are you selling him? 

Mr. Jackson. At 6 cents. 

Senator McNary. The same date, practically ? 

Mr. Jackson. October 10, 1919. 

Senator McNary. Can you give the amount you are selling by 
contract to Craig, and the amount to O'Meara? 

Mr. Jackson. Craig has a contract for 4,200 tons. 

Senator McNary. How much for O^Meara? 

Mr. Jackson. O'Meara — there are several orders for him — about 
a thousand tons for O'Meara. 

Senator McNary. How long do these contracts run ? 

Mr. Jackson. Until we supply the paper. 

Senator McNary. What length of time do you anticipate will be 
required ? 

Mr. Jackson. We are turning it out as quickly as we can. 

Senator McNary. That does not mean anything to me, as quickly 
as you can. How fast are you turning it out ? 

Mr. Jackson. At the rate of about 12 or 15 tons a day. 

Senator McNary. How much have you delivered to them ? . 

Mr. Jackson. We have delivered to Craig 726 tons. 

Senator McNary. How much to O^Meara ? 

Mr. Jackson. To O'Meara, about 219 tons. 

Senator McNary. Have you sold any of this paper on the spot 
mark-et ? 

Mr. Jackson. Only during the month of April, to the Interstate 
Pulp & Paper Co. 

Senator McNary. How much did you seB to them ? 

Mr. Jackson. We sold them 110 tons. 

Senator McNary. How much did you get for it? 

Mr. Jackson. That was sold at 12 cents. 

Senator McNary. You made a pretty fair profit in that case ? 

Mr. Jackson. In that case; yes. It was at a time when we could 
not ship anything out from the mills. They had permits and came 
at us, and made us an offer at that price. 

Senator McNary. You just made about a himdred per cent more 
on it out of these other people ? . 

Mr. Jackson. It was their price, not ours. 
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Senator McNaby. Mr. Jackson, have you sold to any other brokers 
on the spot market? 

Mr. Jackson. No, sir. 

Senator McNary. This is all the sales of the high priced paper 
you have sold. 

Mr. Jackson. That is the high price, 110 tons*. 

Senator McNary. Has that all been delivered ? 

Mr. Jackson. About 50 per cent of it is still at the mill. 

Senator McNary. It did not cost you any more to manufacture 
the paper you sold at 12 cents on the spot market than that which 
you sold at 6 cents to these two brokers? 

Mr. Jackson. No, sir. 

Senator McNary. Now, Mr. Jackson, this is an executive session. 
Nothing goes into the papers; this is just for the information of the 
subcommittee. What does it cost you to manufacture paper at your 
mill, reduced to pounds? 

Mr. Jackson. Senator, I can hardly give you the exact figures. 

Senator McNary. You are a manufacturer and you can come 
pretty close to it. I can almost sit here with a pen and figure it out. 

Mr. Jackson. We figure it is costing us about 5^ cents. 

Senator McNary. That is not far off; that is pretty close, I would 
say. What is your horsepower, your motive power ? 

Mr. Jackson. We have a 200-norsepower engine up there. 

Senator McNary. You have no water power ? 

Mr. Jackson. We use water power, too. 

Senator McNary. That is to make your pulp ? 

Mr. Jackson. For grinding; ves. 

Senator McNary. You grmd your pulp? 

Mr. Jackson. We grind our wood. 

Senator McNary. Where do you get your wood ? 

Mr. Jackson. It comes from Washington Coimty, Maine. 

Senator McNary. You do noi have. to go into Canada? 

Mr. Jackson. No. 

Senator McNary. Do you own your own land ? 

Mr. Jackson. No, we own the stumpage rights. 

Senator McNary. What does it cost you, reduced to cords ? 

Mr. Jackson. About $18, plus freight. 

Senator McNary. Plus the freight? 

Mr. Jackson. Yes. We have to bring it down from Washington 
County. 

Senator McNary. What do you pay for stumpage a thousand 
feet? 

Mr. Jackson. Eight dollars. 

Senator McNary. What kind of timber is that; what class of 
tunber ? 

Mr. Jackson. What class of timber ? 

Senator McNary. Yes. 

Mr. Jackson. It is balsam, pine, or fir. It varies; whatever 
they bring down, any of the pulp woods. 

Senator McNary. You do not know the variety? That is what 
I am getting at. 

Mr. Jackson. Anything that we can use for groimd wood. 

Senator McNary. Has your cost of production increased since 
January 1 ? 
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Mr. Jackson. Yes, sir. 

Senator McNary. How much? 

Mr. Jackson. During April we had a 20 per cent increase in wages. 

Senator McNary. How many men do you employ? 

Mr. Jackson. The number of men varies. The pay roll averages 
about six to seven thousand dollars a week. 

Senator McNary. What proportion is labor to the whole cost of 
the product ? 

Mr. Jackson. Labor is 50 per cent, anyway. 

Senator McNA'iiY. Fifty per cent ? 

Mr. Jackson. Yes. 

Senator McNary. Are there any other costs that have gone up 
since January 1 ? 

Mr. Jackson. All machine cloth, wires, felt, and fuel. 

Senator McNary. What do you figure the costs have increased 
since January 1st of this year ? ♦ 

Mr. Jackson. At least 25 per cent. 

Senator McNary. Have you not sold your paper at an excess of 
25 per cent advance ? 

Mr. Jackson. Our average price of paper on January 1 was 5.93. 
For February, 6.07; for March it dropped back the same as January; 
for April, on account of that high price of 12 cents, it brought the 
price up to 8.38. 

Senator McNary. You are speaking of a general average ? 

Mr. Jackson. Yes. 

Senator McNary. Go ahead. 

Mr. Jackson. That is for this year, since the first of the year. 
Previous to that the average price during 1919 was about 5 cents. 

Senator McNary. Do you anticipate a further increase in the 
selling price of paper ? 

Mr. Jackson. Not at the present moment until we have to pay 
increased freight. Our freight rates are going up, I believe. There 
probablv will be 28 per cent advance in freight rates. That will, of 
course, oring all our lumber and other things that move by rail, up 
higher, and add to the expense. 

Senator McNary. Do you know anything about these brokers 
who have bought at this 6 cent price, whether they sold it to the spot 
market, or by contract to newspapers ? 

Mr. Jackson. I think they are selling by contract. 

Senator McNary. Do you know anything about their profits ? 

Mr. Jackson. No. Craig is supplying tne Philadelphia Evening 
Bulletin. 

Senator McNary. Let me ask you a frank question, and I am sure 
you will answer it honestly. You find this present condition and 
present market more profitable than you found it under normal times, 
do you not ? 

Mr. Jacksoi^. We have been more of a wrapping paper mill. 

Senator McNary. I understand that, but vou are making jnore 
money now than you did at any other time in the history of your mill, 
are you not, especially when you sell newsprint 

Mr. Jackson. No. We are making more money when we are 
running on bag paper, manufacturing bags. 

Senator McNary. Don^t you find a tremendous profit in news- 
print at 12 cents? 
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Mr. Jackson. At 12 cents we would, if we sold it all at 12 cents; 
but it was only on account of having a surplus up there that we 
could not ship. 

Senator McNary. Senator Gronna has made an excell^it sugges- 
tion. Perhaps it is too altruistic for these times. It is that if these 
mills, these converted mills particularly, would get together aivd 
charge a fair profit, onlv a fair profit, and. not deal with these brokers 
that want to hold up 'the little newspapers, they could do a tre- 
mendous lot for humanity and for the public generally and for the 
educational activities of the country. Is it possible or practicable 
for them to do that ? 

Mr. Jackson. Our policy has been that if we had an inquiry frora 
the small papers to try and take care of them. 

Senator McNary. But you have not any contracts with these 
small papers. 

Mr. Jackson. It is entirely, you might say, a new line for us. 

Senator McNary. But you have not sold any of these papers ? 

Mr. Jackson. Yes, we have sold some of the small papers. 

Senator McNary. You haA^e not anv contracts with the small 
papers now, have you ? 

Mr. Jackson. No contracts now. 

Senator McNary. You say you have contracted your output ? 

Mr. Jackson. We have contracted at 6 cents, less 3 per cent. 
But we have sold to papers like the Hartford Times at 4.10; the 
Westfield, Mass., Evening Journal at 4 cents. This back in the early 
part of 1919. 

Senator Gronna. You have not sold anything to newspapers 
lately, since the prices went up ? 

Mr. Jackson. Not direct. We have sold the Philadelphia Evening 
Bulletin and the Washington Post. We sold through Craig to the 
Washington Post, and to the Detroit Free Press, at 6 cents, through 
Dennis & Pratt. 

Senator Gronna. What do you suggest as a remedy for the condi- 
tions which you know are almost unbearable to the small country 
newspapers ? 

Mr. Jackson. The mill has got taget a fair amount of money from 
its product. Of course some mills have made more newsprint man- 
ufacture. We are putting in a new machine. 

Senator Gronna. Do you think there is a remedv ? 

Mr. Jackson. More production is the only remedy. 

Senator Gronna. Would not less consumption be the equivalent 
to more production ? • 

Mr. Jackson. It would; yes. 

Senator Gronna. Do you think something ought to be done to 
these big newspapers ? 

Mr. Jackson. I think there is a very great deal of newsprint waste. 

Senator Gronna. Is there not a tremendous lot of waste in un- 
necessary propaganda ? 

Mr. Jackson. Unnecessary advertising and propaganda. 

Senator McNary. Every morning my desk, and i have no doubt 
the same is true with Senator Gronna, is covered with propaganda 
and waste paper, of all sorts, in which there is nothing to reaa. 

Mr. Jackson. There are concerns that you never heard of that 
appear in the New York Times or the World, for instance, with a 
whole page advertisement. 
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Senator McNary. It is your purpose to reconvert your mill as 
soon as newsprint goes down ? 

Mr. Jackson. No, it is not. 

Senator McNary. Are you going to keep it permanently on news- 
print ? 

Mr. Jackson. We manufacture bags, primarily, and wrapping 
paper. 

Senator McNary. I say, you intend to go out of newsprint as soon 
as the price recedes below a certain figure, and go back into your 
old line of work ? 

Mr. Jackson. If the price dropped I would switch back onto our 
bag paper. We are manufactiffing bag paper now. And when the 
price is about even, at the present time, of wrapping and bags, the 
demand is not above normal. In fact, it is less than normal. 

Senator McNary. But you find that newsprint paper at 12 cents 
is more profitable than the manufacture of every other kiud of paper ? 

Mr. Jackson. Absolutely, if we could sell all at 12 cents. 

Senator Gronna. You realize as much as we do, of course, that 
there is a pyramiding of prices from the mill to the consumer ? 

Mr. Jackson. To the consmner ; yes, sir. 

Senator Gronna. Don't you think that ultimately that is going to 
reflect uprii the manufacturers adversely? 

Mr. Jackson. It is a question in my mind whether the mill is 
getting the benefit of it. 

Senator Gronna. I know, but would it not be better for the manu- 
facturer to select bona fide merchants — there are paper houses in 
6very city, houses of long standing, who have done busmess for years 
supplying little country newspapers with print. 

Mr. Jackson. Yes. 

Senator Gronna. Would it not seem reasonable that the manu- 
facturer should supply those people first rather than refuse them and 
supply the broker ? 

Mr. Jackson. Yes, sir. 

Senator Gronna. Is that being done? We have been told that 
the broker can get newsprint paper, but the bona fide merchant is • 
unable to get it; he h^s to buy it from the broker. Now, you could 
remedy that. I mean for the manufacturers to get together, by 
having one meeting of your association, and remedy that situation, 
and say "Here, there is a profiteeriug going on; there is collusion; 
it is going to reflect on us, at least there is going to be a criticism, and 
instead of selling our paper on the spot market to brokers we will 
sell it to legitimate dealers." You could remedy that situation, in 
my judgment. 

Senator McNary. If they would all get together. 

Mr. Jackson. We would be in favor of any such general movement. 

Senator McNary. Don't you think it is really your duty to do it? 

Mr. Jackson. As I say, we have some orders coming in. 

Senator McNary. What I mean is this. I do not mean to say that 
you should exclude anyone from bujing from you, but you ought to 
at least give the legitimate newsprmt people the same opportunity 
to buy from you that you'give to brokers who are now in the market 
momentarily. 

Mr. Jackson. If we have orders coming in, as we do now, from 
some of the smaller papers up in Maine and in Massachusetts, we 
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will take care of their orders, and hold back, except on the Craig 
order where we are obliged to ship a certain amount per day, that is, 
an average tonnage per day. If we convert one of tne machines, or 
run the machine longer on newsprint, we can take care of a small 
paper. If we have a small order coming in from the Westfield paper, 
or some of the countrv papers up in that section, the New England 
section, we will run the machine that njuch longer instead of con- 
verting it over onto manila. 

Senator McNary. Do you consider that 10 cents a pound would 
be a long price ? 

Mr. Jackson. Ten cents a pound, yes; and if the price is fixed at 
10 cents a pound I think you would find the manufacturers would 
go in and increase the production considerably, if they were assured 
of it. 

Senator McNary. But we find that paper has been sold as high as- 
15 cents. 

Mr. Jackson. I had a party in the office yesterday that wanted to 
interest me in some news coming in from abroad at 15 cents. 

Senator McNary. Imported ? 

Mr. Jackson. Imported Swedish news. I told him we were not 
interested in it at all at that price. 

Senator Gronna. Don't you think that the high price is brought 
about in the way I have suggested to you, that these scalpers I would 
call them, who were in the business just for the present for what 
money there is in it, they are not legitimate merchants but they are 
in the business for making what they can out of it during these high 
prices. Why not get them out and sell the timber to the legiti- 
mate trade, in all kinds of business, general merchandising, dry- 
goods, boots and shoes ? 

Mr-» Jackson. You can cut prices if you can cut out the middleman. 

Senator Gronna. I do not mean to cut out the middlemen. 

Mr. Jackson. It is just the upstarts that are getting in the business. 

Senator Gronna. I do not mean to cut out the paper merchant at 
all, because he performs a legitimate business. He deals with the 
little fellow that you would not care to deal with, and he deals with 
him in a way so that the newspaper man can live. But the scalper^ 
he does not care for anybody but himself, because he has no business 
reputation to sustain. 

Mr. Jackson. Well, if there is any way of eUminating that class 

Senator Gronna. Don^t you thmk it would be up to the manu- 
facturer to remedy it in that way? 

Mr. Jackson. Yes, it could be remedied. 

Senator Gronna. Thank you very much. 

STATEMENT OF MR. JOSEPH B. SEAMAN, VICE PRESIDENT, 

SEAMAN PAPER GO. 

Senator McNary. Where are you from ? 
Mr. Seaman. New York. 

Senator McNary. With what company are you connected ? 
Mr. Seaman. Vice President of the Seaman Paper Co. We buy 
and sell and work on commission. 

Senator McNary. Is that a corporation ? 
Mr. Seaman. A corporation. 
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Senator McNary. What is its capital stock ? 

Mr. Seaman. We just increased it to a million and a half. 

Senator Walsh. From what ? 

Mr. Seaman. From $400,000. . 

Senator McNary. Do you carry a stock of paper ? 

Mr. Seaman. We did; we are cutting it out now. 

Senator McNary. We are confining this inquiry to newsprint paper. 
You handle that, too? 

Mr. Seaman. Yes. 

Senator McNary. Exclusively, or aU sorts of paper ? 

Mr. Seaman. All sorts; less news than any other. 

Senator McNary. Have you on hand any stock of newsprint ? 

Mr. Seaman. No; we never carried any newsprint on hand unless 
it was a job lot. 

Senator McNary. Then you act as a jobber of newsprint ? 

Mr. Seaman. A broker mostly. In Minneapolis and at St. Louis 
they might carry some. 

Senator Walsh. Do you have branch offices ? 

Mr. Seaman. Oh, yes; seven. 

Senator Walsh. Where ? 

Mr. Seaman. In Minneapolis, Cincinnati, New York, Chicago, Phila- 
delphia, BuflFalo, and Milwaukee. 

Senator Walsh. Your main office is in New York ? 

Mr. Seaman. At Chicago. 

Senator McNary. You live in New York ? 

Mr. Seaman. Yes. My brother George, who is the president, lives 
in Chicago. 

Senator McNary. Have you any contracts at this time ? 

Mr. Seaman. Yes, sir. 

Senator McNary. Are you interested in any manufacturing mills ? 

Mr. Seaman. We own stock in perhaps twelve diflFerent mills, 
the minority interest in all cases. 

Senator McNary. What are those miQs ? Will you give them to 
the reporter ? 

Mr. Seaman. The Remington Paper & Power Co., Watertown, N. 
Y. ; the Champion Paper Co., Carthage, N. Y. ; the Munising Paper Co., 
Munising, Mich.; the Bryant Paper Co., Kalamazoo; the Monarch 
Paper Co., Kalamazoo; the Paul A. Sorg Paoer Co., Middletown, Ohio; 
the Carthage Sulphite Co., at Carthage, N. Y.; the Combined Locks 
Paper Co., Appleton, Mich.; the Pride Paper Co., of Tomahawk, Wis. 

I do not think there are any others. 

Senator Walsh. What is the percentage of your interest in each 
of those? 

Mr. Seaman. I would have to guess at that in some cases. 

Senator Walsh. I appreciate that. 

Mr. Seaman. In the Kemington, 30; the Champion Co., 30; Com- 
bined Locks, 30; Carthage, 10; Paul A. Sorg, probably 10. 

Senator Walsh. That is enough for my purpose now. Do you 
know of any other brokerage concerns havmg any stock in those 
companies ? 

Mr. Seaman. No; there is not any. I am quite sure there is not 
any. 

Senator McNary. Nearly all these mills are what we call con- 
verted mills, are they not ? 

14983—20 7 
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Mr. Seaman. The Remington, the Champion, the Carthage, and 
the Munising are not converted mills; the others are. 

Senator McNary. What amount of paper do you handle in the 
course of a vear ? 

Mr. Seaman. I could not tell you in tons; I could tell you in 
money. We billed last year about $31,000,000, all kinds of paper. 

Senator Walsh. What about newsprint ? 

Mr. Seaman. I will have to look here and see if I have that figure 
for you. No, sir; I have not. I only have it for New York. I 
made this up because I thought you might want it. In New York 
we billed in those three years five and a half million dollars. I 
suppose Chicago did as much, but it would be guesswork. 

Senator McNary. Have you contracts with these mills which you 
name as having an interest in ? 

Mr. Seaman. We have no contracts with any mill with the excep- 
tion of one. Our operations are conducted from day to day and 
from order to order. These mills are free to sell to other people as 
they see fit at any time. With certain mills we have a stipulated 
commission. 

Senator McNary. Let us take them up one at a time. What is 
the name of the mill with which you have a contract, and what is 
the date of that contract ? 

Mr. Seaman. I do not think I quite get you. 

Senator McNary. You say that you have a contract with one 
mill for paper. 

Senator Walsh. Newsprint paper ? 

Mr. Seaman. They do not make newsprmt paper; they make 
catalogues. 

Senator McNary. Do not talk about anything outside of news- 
print. Have you a contract with any mill anywhere for newsprint ? 

Mr. Seaman. We have in existence printed contracts for certain 
publishers, but no contracts for any period of time at any definite 
commission, merely an understanding. 

Senator McNary. What have 3^ou paid for newsprint up to the 
1st of January of this year? 

Mr. Seaman. All the way from 6^ cents up to 15 cents a pound. 

Senator Walsh. That is, from January 1 to the present time ? 

Mr. Seaman. Yes. 

Senator McNary. How much paper have ):ou bought at 15 cents 
from the mill, and from what concern did you purchase this paper ? 

Senator Walsh. We want a record of all your purchases, 

Mr. Seaman. I have everything here as well as we could get it up. 

Senator McNary. That will shorten the examination if you have 
that of record. 

Mr. Seaman. I think there is only one lot at 15 cents. 

Senator McNary. That has been recently % 

Mr. Seaman. That has been within two or three weeks. 

Senator McNary. What did you sell that paper for? 

Mr. Seaman. I don't know, I imagine at 15^. I have got it here 
if I can find it. 

Senator M9NART. What is the average profit you make in the 
transfer ? 

Mr. Seaman. For the New York office, which are all the figures I 
have had time to get up, we average 3.65. 
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Senator Walsh. Is tKis a table of newsprint paper ? 

Mr. Seaman. Entirely newsprint; nothing else. 

Senator McNary. You made 3^ per cent ? 

Mr. Seaman. No, it averages 3.65 at the New York office. I have 
not tabulated Chicago but I assume it would be the same, because it 
has the same pohcy. 

Senator McNary. You go to the mills, having an order in your 
hand, and if theyhave the paper you place it ? 

Mr. Seaman. We place it. 

Senator MoNary. Then you turn that over to your client ? 

Mr. Seaman. Yes. 

Senator McNary. What is the average charge you make for your 
service ? 

Mr. Seaman. All the way from nothing up to 5 cents, and there 
might be some cases where it would run over 5. 

Senator McNary. You do not do much '^ nothing'^ business? 

Mr. Seaman. We have had to, some. 

Seantor McNary. For old clients ? 

Mr. Seaman. Yes. 

Senator McNary. Do you sell to brokers or newspapers ? 

Mr. Seaman, We sell practically nothing except to the consumer. 

Senator McNary. That is, to the newspapers ? 

Mr. Seaman. Yes. 

Senator McNary. Is that the large press, the intermediate, or the 
the country rural press ? 

Mr. Seaman. Nmety-five per cent of our paper goes to the very 
large publishers, and the highest priced paper. 

Senator McNary. Do you sell any to the New York papers ? 

Mr. Seaman. Yes. 

Senator McNary. What ones ? 

Mr. Seaman. To the New York World, to some Italian paper that 
I do not know the name of, to the Globe, and to the Mail. 

Senator McNary. In Chicago to whom do you sell ? 

Mr. Seaman. In Chicago to the Hearst papers and occasionally sell 
to the Tribune. 

Senator McNary. What have you been charging the Hearst papers 
for paper sold in Chicago ? 

Mr. Seaman. Every price from 6^ cents up to possibly 14 cents, 
and two prices the same dav. 

Senator McNary. What has been the raise in your price from Jan- 
uary up to the present time ? How has it gone up from week to week, 
if you can tell ? 

Mr. Seaman. I have seen it go up as much as 2 cents overnight. 
I mean that there would be no paper available, and the next paper 
you could buy the following day would be 2 cents higher than* what 
you paid the previous day. 

Senator McNary. Can you go out and buy on the spot market ? 

Mr. Seaman. We never buy anything without we have already a 
customer for it. We do not speculate on one pound of paper. 

Senator McNary. Are you sometimes forced out on the spot 
market to place an order 1 

Mr. Seaman. I will illustrate that. The Kansas City Star called 
me up at Chicago last week and said, '^ We have got to have 500 tons 
of paper; go out and get me that paper.'' I said, '^ If I get it it will 
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probably cost 14 or 15 cents a pound.'' "It makes no difference; 
go and get it.'' I have obtained a few hundred tons for them but 
have not got 500. 

Senator McNary. Did you buy from a broker ? 

Mr. Seaman. Oh, no; that I bought from a mill. 

Senator McNary. What mill ? 

Mr. Seaman. The Diana Paper Co. 

Senator McNary. Is that a converted mill ? 

Mr. Seaman. Partially a converted mill. 

Senator McNaHy. You have no stock in that mill, have you ? 

Mr. Seaman. No. 

Senator McNary. What did you pay them at the mill ? 

Mr. Seaman. It was 14^ cents I got it at, I got 5 per cent commis- 
sion; that would net them 13.75 about. 

Senator McNary. They paid you a commission ? 

Mr. Seaman. Yes. 

Senator Walsh. The mill ? 

Mr. Seaman. Yes. 

Senator McNary. How much of a miU is it ? 

Mr. Seaman. Two machines; that is, 40 tons a day. 

Senator McNary. That is a very large profit they will make ? 

Mr. Seaman. Yes; it is a large profit. But in a sense they would 
be justified in charring it, for the reason that they have a five-year 
contract on a cost plus which has not worked out cost plus, but worked 
out so that they are losing money. 

Senator McNary. So they are recouping ? 

Mr. Seaman. They are recouping on the general pubUc. 

Senator McNary. You are widely interested in mills and naturally 
have a very wide knowledge of the subject. What does it cost at 
this present time, the average cost of these mills, for a pound of news- 
print paper ? 

Mr. Seaman. At the Remington mill it would cost them about 4 
cents a pound at the present time; at the Diana mill it costs them 
5J cents about. 

Senator McNary. That is a converted mill ? 

Mr. Seaman. Yes. At the miU which Joseph Gatti took off of box 
board I imagine it costs 10 cents a pound. There is that variation. 

Senator AicNary. Of course, the latter situation is an unusual one. 
He made box-board paper heretofore, and he has had to convert his 
whole plant into a newsprint plant and simply for temporary pur- 
poses. 

Mr. Seaman. That is ail, just on the attraction of this present 
market. 

Senator McNary. But generally these plants that are operating 
and manufacturing newsprint, 4 cents is the cost price, and they 
make a Uttle money on that ? 

Mr. SEAMAN. In a good plant. If it is an exceptional plant it is 
very much less than 4 cents. 

Senator McNary. The Remington would make a profit at 4 cents ? 

Mr. Seaman. The Remington have sold all of their paper at 6 J 
cents over the entire year and taken a chance on their costs going up. 

Senator McNary. Have you data showing the sales you have maae 
and the commission you have charged, together with the price paid ? 
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Mr. Seaman. Yes; that is the way it is gotten out. 

(Thereupon Mr. Seaman filed with the committee several tabula- 
tions of purchases made, showing prices, etc.) 

Senator McNary. What have you to suggest in the way of a 
remedy ? 

Mr. Seaman. We wrote a letter to Mr. Colver, of the Federal Trade 
Coromission, in August, which might answer it. Anyway, it may be 
of interest to you. 

Senator Walsh. This data does not help us very much on account 
of the dates being absent. 

Mr. Seaman. I can send them to vou. 

Senator Walsh. Do all these mills in which your company holds 
stock make newsprint paper ? 

Mr. Seaman. Only one of them regularly, the Remington. 

Senator Walsh. The absence of dates does not help us very much, 
because we want to show the recent increase. 

Mr. Seaman. I will send those to vou to-morrow. 

Senator Walsh. The cause of these excessive high prices for news- 
print paper which you have to pay now when you go out to fiU an 
order is due to the fact that the manufacturer is confronted with the 
situation of a number of persons bidding and demanding paper, and 
it is a regular auction sale ? * 

Mr. Seaman, That is the principal cause, yes. 

Senator Walsh. It is like the offering for sale of this desk. There 
is a great demand for them. A man comes in and offers me $4, the 
next man $5, and the next $6, and when I get as high as I can, I 
sell it. 

Mr. Seaman. It is truly an auction block at the present time. 

Senator Walsh. Of course, that means that the manufacturer at 
least is making big profits. 

Mr. Seaman. Many of them are, without any question. 

Senator Walsh. Do you know of any practice among brokers of 
buying newsprint paper and passing through various hands before it 
gets to the publisher 't 

Mr. Seaman. I do not think that is done in the way of collusion 
between them, but it is done all the time. 

Senator Walsh. To help each other out ? 

Mr. Seaman. No. For instance, I will say to Arthur Gray, 
''Have you any newsprint ?^^ ''Yes, I have a hundred tons. You 
can have it for so much.^^ I can not buy any direct from any mill. 
This man wants that paper and therefore I buy it from Arthur Gray. 
There ate two profits that are made on that paper where there 
should be but one. 

Senator Walsh. Is it possible to have three ? 

Mr. Seaman. I have no doubt there have been cases where there 
were five. 

Senator Walsh. With unscrupulous fellows in the business, I 
suppose you have brokers that do not live up to all the business 
ethics. 

Mr. Seaman. I am sure we have. 

Senator Walsh. And that it would not be beyond a group of those 
fellows to pass along from one to the other so as to get an accumu- 
lated profit ? 
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Mr. Seaman. That might be, but I have no knowledge that would 
prove it. But there is altogether too much paper going through 
three and four -hands. 

Senator Walsh. There is altogether too much of that, Mr. Sea- 
man? 

Mr. Seaman. Altogether too much, yes. 

Senator Walsh. I do not want you to go to the trouble of doing 
much more than giving us all the sales from January 1 to the present 
day, for this year. 

Mr. Seaman. All right. 

Senator Walsh. From whom you bought, to whom you sold, for 
whom you were acting as broker, what price you had to pay on 
these different dates, showing it steadily gomg up, sometimes different 
prices on the same day, and the commission ana profit ? 

Mr. Seaman. Just as I have there with the dates added ? 

Senator Walsh. Yes. It is your opinion that the great benefit 
from this condition in the newsprint market is being reaped by the 
manufacturers ? 

Mr. Seaman. Oh, there is no question about that. 

Senator Walsh. And the broker or the middleman is not bene- 
fiting at all ? 

Mr. Seaman. He is benefiting with "a normal profit. There may 
be some of them who are taking an abnormal profit, but generally 
I think not. 

Senator Walsh. What is a normal profit ? 

Mr. Seaman. The Trade Commission establishes 5 per cent on big 
lots. 

Senator Walsh. Some people here told us it was 2, and we have 
had some testimony that they charge 10. 

Mr. Seaman. That the Trade Commission settled on 2 ? 

Senator Walsh. Some said that a normal commission was 2 per 
cent, and we have had instances where 10 per cent was charged. 

Mr. Seaman. Well, 5 per cent is generally recognized as about the 
amount you should take. 

Senator McNary. That is now. Formerly it was 3 per cent ? 

Mr. Seaman. We have had contracts at 3, 3^, 4, and 5. 

Senator McNary. Is it true that back, say, before the outbreak of 
the war, in 1914, the usual commission was 3 per cent? 

Mr. Seaman. Well, say that news sold at $40. Three per cent 
was $1.20. The usual profit made was about $2 a ton, or about 5 
per cent. There were cases where we did not make any 6 per cent, 
and could not get it. 

Senator Gronna. You reaUv have answered the question I in- 
tended to ask you. You said you sold one lot at 14 cents, you 
found out you could sell this paper at 14 cents. Suppose you could 
have sold that paper at 8 cents, do you suppose this mill would have 
furnished paper to you ? 

Mr. Seaman. I had better answer that this wav. There are many 
mills that would not and there are many that would. That is a better 
way to answer it. 

Senator Gronna. In other words, if you were just simply acting 
as selling agents, and if you were able to seU at a high price, the mifl 
will supply it, will fill the order. If you can not, and seU at a low 
price, tney will not fill the order. " Is not that true ? 
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Mr. Seaman. Not fjpm the standpoint of their not fulfilling their 
obligations; not from the standpoint of taking on an order. They 
preftr to run their own grade of paper. 

Senator Gbonna. As a practical thing, is not the way it is working 
out that they are filling orders wherever they can get an order at a 
high price ? Of course they knew, before they sold the paper, that 
you could sell it at 14 or 14^ ? 

Mr. Seaman. Let me say this. I have not bought a poimd of 
paper from a mill at any price that they have not filled the order, no 
matter what the market was — they have filled their orders with me. 

Senator Walsh. What do you mean by that ? 

Mr. Seaman. Supposing it is 6^ cents for paper, and that paper 
was due for shipment this month. It woula be shipped notwith- 
standing they could get 15 cents. 

Senator Walsh. You mean where you have made a contract ? 

Mr. Seaman. Yes. 

Senator Walsh. Here you have made a contract in the past for 
so many tons of paper at 6 cents; they are selling it ? 

Mr. Seaman, les. 

Senator Walsh. It may have been made in October, November or 
December and he is taking care of you; but suppose you were to go 
to the mill and say, ^^I have a customer that wants to pay 9 cents for 
paper. What are the chances of getting 50 tons or 100 tonsl^' He 
would say, '^Nothing doing; a man just called me on the telephone 
and offered me 14 cents.'' You say, ''I will give you 14^.'' '*A11 
right, you get the paper.'' Is not that the system now? 

Mr. Seaman : It may be, but it is not our system. 

Senator Walsh. I am talking about the manufacturer. 

Mr. Seaman. The manufacturer sells as a rule what he wants. 
Many people do go to the manufacturers now and offer a certain 
amount of money, and that is bringing about a bad condition. 

Senator Gronna. My question, which I do not think you under- 
stood, was that if you had made a sale at, say, 8 cents or 8^ cents, 
and you had gone to the mill and told them you had sold a certain 
amount of paper at 8i cents, do you suppose they would fiill that 
order at 8 cents? 

Mr. Seaman. I do not get the angle of that. I may be stupid. 

Senator Walsh. The point the Senator is making is that if he got 
his 8i cents it would be a good profit for any manufacturer now. 

Mr. Seaman. Yes. 

Senator Walsh. Therefore, if you had an order for 8i cents giving 
a good, fair profit, he ought to accept it ? 

Mr. Seaman. Yes. 

Senator Walsh. But under the present system it can not be done; 
they want more ? 

Mr. Seaman. That is true. But there are lots of mills that do 
not. 

Senator Gronna. This is only a business transaction that we are 
talking about. The mill is responsible for the high price of paper 
according to the statements I have heard this morning, because they 
have seUmg agents like yourself, who find out that a certain pub- 
lisher will pay 14 cents for a lot of paper. If the price is high you 
can have your order filled; if it is low you can not have it fiUed. TTiat 
is my question to you. 
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Senator McNary. That is why the Kansas City Star asked you to 
go and get the paper. It did not say the price. It was the sky. He 
goes out and runs across an improvised or reformed or translated 
mill. They know the great demand that exists. They say, **Yes, 
you can have it for 14^.'' The Kansas City Star muist have it and 
they are willing to pay the price. That is the cause for the excess 
prices now. 

Mr. Seaman. There is no question but what the publishers have 
bid up this market. 

Senator Gronna. I was anxious to have your statement as to 
whether you think a bona fide company would have filled your 
order at 8i, giving to them a profit of 100 per cent? 

Mr. Seaman. You mean if that is all they could have gotten. I 
think they would. I do not think there is any question aoout it. 

Senator Walsh. What percentage of your business is newsprint 
paper? 

Mr. Seaman. Not more than 16 per cent, and that is purely an 
estimate. 

Senator Walsh. I thought it was greater. 

Mr. Seaman. It is really the smallest part of our business. 

Senator McNary. Will you supply that data that Senator Walsh 
has asked you about? 

Mr. Seaman. Yes. I would like to leave this letter with you. 

Senator McNary. Very well, we will make it a part of the record. 

(The letter referred to is here printed in full as follows:) 

August 12, 1919. 
Mr. W. B. CoLVER, 

Federal Trade Commission^ Washington^ D. C» 

Dear Mr. Colver: I feel it is necessary to write you my opinion about the news- 
print situation of to-day. My opinion may be wrong and your statistical department 
may be able to devolve figures to prove it wrong, but u I am any judge of the conditions 
existing to-day on newsprint, without the publishers are gotten together and without 
they ciurtail somewhat on their consumption of newsprint, there will be a great many 
publishers by October who will not even print their newspapers. 

As near as I can figure out, I believe that the newsprint manufacturers are short of 
what the publishers want to buy to at least 1,000 tons per day and that all publishers 
are increasing, without regard to whether they are going to get the paper, their con- 
sumption of paper and the result can only mean one thing — a wild, uncontrollable 
market and a bad shortage of paper and crippling of sojne newspapers who are un- 
fortunate, and price for news will not remedy the situation. 

As a paper man, I do not believe this is going to do any good to the industry, and I 
can think of no remedy for this except one instituted by the commissiom to thoroughly 
go over the figures on consumption of news to-day and what is being manufactured 
in news and calling together of the pubiLshers with an idea to their limiting the quan- 
tity of news they are going to consume within reasonable bounds. 

I will be very ^lad to hear from you as to what you think of this and whether or not 
you think I am justified in these fears. 

I note an article in the morning Sun of to-day which is a reported interview with 
Mr. Both well of the Brompton Paper & Pulp Co. of Canada, in which he takes the stand 
that there is no present shortage of news nor is there any indication of it. I believe 
Mr. Both well is the president of the Canadian Export Co. I think his arguments are 
perfectly ridiculous in view of the fact every large publisher is in the open market 
to-day trying to buy surplus newsprint if they can get it, and if you have not read 
this article undoubtedly Br. Merchant has it on file to give you to read. 
Very truly, yours, 

Seaman Paper Co. 

P. S. — A rigid inve=?tigation should be made as to how many wrapping mills have 
been making news print during the past six months and whit. tonnage they have 
producod and what they are doing now in news print. It is my belief there has been 
a great deal of news print manufactured in mills other than news print mills which 
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liaye siace then, due to the demand for other grades, changed to other grades and 
this also has a bearing on the present conditions in news print. 

This may lead to a mistake in judgment if only news print mills production on news 
is taken into consideration. In other words, the production of all these mills and 
i«rhat their future is should be taken into consideration. 

G. M. S. 

STATEMENT OF MR. ROSS WALKER, PUBIISHES, AKRON, 

OHIO, TIMES. 

Senator McNary. Mr. Walker, this is an executive session and 
■everything said here is treated confidentially. You publish the 
Akron Times ? 

Mr. Walker. Yes, sir. 

Senator McNaey. What is the size and circulation of your paper? 

Mr. Walker. About 23,000 daily; 28,000 Sunday. 

Senator McNary. How much paper do you use in the course of 
a year ? 

Mr. Walker. About 1,800 tons. 

Senator McNary. Have you a contract now for the paper? 

Mr. Walker. Yes. 

Senator McNary. When was it made ? 

Mr. Walker. It was made the 1st of January. 

Senator McNary. For what length of time is it to run ? 

Mr. Walker. One year. 

Senator McNary. At what price ? 

Mr. Walker. Six and a half cents, f. o. b. mill. 

Senator McNary. From whom was it purchased ? 

Mr. Walker. H. G. Craig & Co., St. Regis mill, Carthage, N. Y. 

Senator McNary. You made your contract with the Craig com- 
pany ? 

Mr. Walker. We made the contract with H. G. Craig & Co. 

Senator McNary. They are brokers, are they not? 

Mr. Walker. Yes. 

Senator McNary. You did not make it with the mill ? 

Mr. Walker. No, not with the mill. 

Senator McNary. Then Craig placed the order with the mill ? 

Mr. Walker. Craigplaced the order with the mill. 

Senator McNary. What mill did you say ? 

Mr. Walker. The St. Regis, at Watertow:n. 

Senator McNary. How much was the contract for ? 

Mr. Walker. The contract was for a hundred tons a month. 

Senator McNary. Is that all you used, or do you have to go out in 
spot market? 

Mr. Walker. Yes, sir. 

Senator McNary. How much will you be forced to buy in the 
spot market ? 

Mr. Walker. About 50 tons a month. 

Senator McNary. Have you bought any since the first of the year ? 

Mr. Walker. Yes. 

Senator McNary. What did you pay in the spot market ? 

Mr. Walker. The last I bought was 12i cents. 

Senator McNary. From whom did you buy it ? 

Mr. Walker. The Whitaker Paper Co. 

Senator McNary. Under what date ? 
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Mr. Walker. The month of April. I have not the invoice of that 
because I have not received the paper jet. 

Senator McNary. With whom else since January have you been 
out on the spot market for 50 tons ? 

Mr. Walker. Here is one invoice of Wright & Co. 

Senator McNary. At 9^ cents ? 

Mr. Walker. Yes. 

Senator McNary. On March 11 you purchased from Wright & Co., 
of New York, brokers, at 9^ cents? 

Mr. Walker. Yes. Here is one from the Whitaker Paper Co. 

Senator McNary. I see that is the 24th of February, and you paid 
8i cents. 

Mr. Walker. Yes. Let me explain about these two invoices. 
These are two different brokers. This car of piaper is the same size; 
this car shipped two weeks later, from the same mill, we paid about 
$700 more for that car, from Wright & Co., than we paid for this. 
Thev are both from the same mill, the same number of rolls, the same 
quality. 

Senator McNary. What mill ? 

Mr. Walker. The Eddy Paper Co., at Hall City, Canada. 

Senator McNary. You do not know whether the mill charged that 
increase of IJ cents, or whether it was the commission men or 
broker ? 

Mr. Walker. No; I am sure I don't know about that. 

Senator McNary. Have you any grievance with respect to your 
written contract that you have with this company ? 

Mr. Walker. Yes, I have. 

Senator McNary. Tell us what that is. 

Mr. Walker. In the first place, the mills have fixed it now bv 
agreement so that all contracts expire on the 1st of January, with all 
publishers. Before the price fixing began in 1916, before the associa- 
tion fixed the price, the contract could be made at any time during 
the year, and it would run for the period of a year. Now it is impos- 
sible to make a contract at ?.ny other time than the 1st of January. 

About the middle of December H. C. Craig & Co. called me on the 
long-distance phone one dajr. I had told them I would need 1,800 
tons. He said I could have it. They told me the price would be 6 J 
cents. They had announced in the trade papers that the standard 
price of the International and the Great Northern concerns was going 
to be 4i, and I had figured on that. So it was a big surprise to me 
when they told me it would be 6^. 

They wanted to know immediately over the telephone whether I 
would take it at that price. I told them I wanted to consider it over 
night; that I would get on the train and see them in the morning. 
They would not agree to hold it for me. I got on the train and went 
down there next morning, and they said they could give me only a 
thousand tons. After considerable argument and pleading they 
agreed to raise it to 1,200 tons, a hundred tons a month, instead of 
1,800 as I needed. I have been unable to purchase any extra paper 
from H. G. Craig & Co., from the St. Regis mill, up to date. Recently 
they called me over the long distance phone and said they could give 
me an extra car a month if I wanted it, beginning July, at 8 cents. 

Senator McNary. Who said that ? 
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Mr. Walkeb. Craig. Both of my competitors in the same town 
have been paying 4^^ cents since the 1st of January. 

Senator McNary. What is your remedy ? 

Mr. Walker. You ask me for a suggestion ? 

Senator McNaby. Yes. We called you in here to supply us with 
information and ideas. We have not any; at least, 1 have not. 
What do you think ought to be done, if anything ? 

Mr. Walkeb. There are two things that can be done — only two — 
by the Government. I think one is to limit the number of pages 
that a newspaper can print, daily and Sunday. 

Senator McNaby. We have given that thought. 

Mr. Walkeb. Making a fixed limit on that, which would be very 
agreeable to me. That would limit consumption. 

Senator McNaby. Yes, we have thought of that. 

Mr. Walkeb. And it would not burden the newspapers, because 
they could fix their rates accordingly. 

Senator McNaby. We understand that. What is yom* other 
remedy ? 

Mr. Walkeb. The other remedy woidd be for the Government to 
take over the output and distribution of print paper, and see that a 
clear rate of profit was given to the manufacturer. 

Senator McNaby. We have considered those, and there are dif- 
ferent views, and legal impediments, and all that sort of thing. 

Is that all you have to offer ? 

Mr. Walkeb. Yes, sir. 

Senator McNaby. We thank you very much. Please call Mr. 
Hastings. 

STATEMENT OF MR. ARTHUR C. HASTINGS, H. G. CRAIG & 

CO., NEW YORK. 

Senator McNaby. Where are you located ? 
Mr. Hastings. New York; the firm of H. G. Craig & Co. 
Senator McNaby. Are they brokers ? 
. Mr. Hastings. We are what we call factors. 
Senator McNaby. Do you own any mills ? 
Mr. Hastings. No, we do not. 

Senator McNaby. is H. G. Craig & Co. a corporation ? 
Mr. Hastings. No; a partnership. 
Senator McNaby. What is the amount of money in it ? 
Mr. Hastings. About $2,000,000 capital. 
Senator McNabv. Do you carry stocks ? 
Mr. Hastings. No. 
Senator McNaby. Please confine your statement here to news- 

f^rint paper; that is all we are interested in. You say they are 
actors rather than brokers ? 

Mr. Hastings. Factors. That is, we sell our paper at the price 
that the mill makes us. We do not add any profit other than the 
per cent. 
Senator McNaby. For your service? 

Mr. Hastings. For our serv^ice. We guarantee the accounts. 
We buy and sell. We very seldom see the paper. 
Senator McNaby. You have a client before you go to the mills ? 
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Mr. Hastings. We always have a client before we go to the mills. 

wSenator McNary. Who pays the commission ? 

Mr. Hastings. The mill, except there are cases where wo have 
imported paper, for instance, for large papers like the Philadelphia 
Bulletin, ana we have brought paper into Philadelphia at no profit. 
They have said they did not want to do business that way, and that 
they would pay us a commission, whatever we said was right. 

Senator McNary. What is vour connection ? 

Mr. Hastings. A partner. 

Senator McNary. How long have you been in existence ? 

Mr. Hastings. About five years. 

Senator McNary. What amount of business did you do last year? 

Mr. Hastings. We did a business last year of about $15,000,000. 

Senator McNary. About fifteen millions ? 

Mr. Hastings. Yes, sir. 

Senator McNary. How much of that was newsprint ? 

Mr. Hastings. Probably $10,000,000 was newsprint. 

Senator McNary. About two-thirds of the business is newsprint ? 

Mr. Hastings. Yes. 

Senator Walsh of Massachusetts. You are one of the largest news- 
print houses in the country ? 

Mr. Hastings. Yes. 

Senator McNary. Can you give the committee the prevailing price 
at which you have sold paper from January 1 up until the last sale 
this year ? 

Mr. Hastings. The majority of our paper was sold at a low price, 
from the Canadian Export, and the International Paper Co., 4^ 
cents up to the 1st of April, and 5 cents since then. 

Senator McNary. Have you among your papers data containing 
the quantity of sales made, to whom, and at what price ? 

Mr! Hastings. No; I have not, because that was such an enormous 
thing to do, and we are handling so many car loads. 

Senator McNary. We are in executive session, and this will not 
go out to the world. Could not you supply this for us ? 

Mr. Hastings. The subpoena said 1919 and 1920, and it is an 
enormous task. 

Senator McNary. Could not you supply this committee with a 
statement showing the sales, to whom made, and what price, and 
your commissions, since January 1 ? 

Mr. Hastings. Yes. 

Senator McNary. Will jou send that to the committee, please ? 

Mr. Hastings. Yes; I will be glad to do so. 

Senator McNary. Generally, what mills do you deal with ? 

Mr. Hastings. The Donaconnes Paper Mills of Canada. We buy 
all their paper. 

Senator McNary. Is that a converted mill ? 

Mr. Hastings. No; it is a new mill within possibly two or three 
years. All their paper goes to one concern. That is the reason you 
have not heard about it. It aU goes to the Hearst papers. They 
make about a hundred tons a day. 

Senator McNary. Where do you get in on that ? 

Mr. Hastings. We handle all thie paper for them. 

Senator Walsh of Massachusetts. You sell to the Hearst papers) 

Mr. Hastings. Yes. 

Senator WALSH-of Massachusetts. You are the mill's agent ? 
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Mr, Hastings. Yes. In the cotton business we would be called 
factors. We sell all our paper at the price at which the mill gives it 
to us. We do not profiteer by adding any percentage except 3 per 
cent. 

Senator Walsh of Massachusetts. Why do« not the mill sell 
direct to Hearst ? 

Mr. Hastings. For the reason that we attend to all the shippmg. 
We have our traffic department, and we carry Hearst, if necessary. 
We trust Hearst for 60 days, and they want tneir money in 30 days, 
or 15 days, as we often pay them. We have the capital to handle 
this business, and we handle it along that line. Our business has 
been built up on that method of doing business, close connection 
with the miU and the customer. We handle some from the St. Regis 
Paper Co., at Watertown, N. Y. We take about 30 tons from them. 

Senator Walsh of Massachusetts. What is their total output ? 

Mr. Hastings. Their total output is about 50,000 tons. 

Senator Walsh of Massachusetts. You take more than half ? 

Mr. Hastings. We take more than half. That goes to the New 
York Times, and goes to a number of smaller papers throughout 
Pennsylvania and New York State. 

Senator Walsh* of Massachusetts. What other mills, if any? 

Mr. Hastings. The Chffe Paper Co., Niagara Falls; the Pettybone 
Cataract Paper Co., Niagara Falls; the Gould Paper Co., Lyons 
Falls; the Cushnock Paper Co., Bangor, Me. 

Senator Walsh of Massachusetts. That is a made-over mill ? 

Mr. Hastings. Yes. The St. Croix Paper Co. of St. Croix, or 
Woodlands, Me. 

Senator Walsh of Massachusetts. Boston ? 

Mr. Hastings. Their headquarters are at Boston. The factory is 
located at Woodlands. Then there is the Emerson Paper Co., of 
Wendall, N. H. 

Senator Walsh of Massachusetts. You stand as factors to that 
mill, and to all your mills ? 

Mr. Hastings. Yes. 

Senator Walsh of Massachusetts. And charge a commission of 3 
per cent ? 

Mr. Hastings. Yes. We do sell hanging paper, hanging paper 
being what the stainer puts on the wall. We sell that. But that 
credit has been considered a little uncertain. We give them a long 
time, three or four or five or six months, and to them we sell on 5 
per cent commission. 

Senator Walsh of Massachusetts. I am not interested in that. 
What has been the highest charge you have made to a consumer of 
newsprint ? 

Mr. Hastings. The highest charge we have made to the consumer 
was one car of paper at 15 cents a pound. 

Senator McNahy. From what mill did you get that ? 

Mr. Hastings. That came from a little mill up in Watertown, 
owned by the Goulds. 

Senator McNary. That is the Gould mill, is it ? 

Mr. Hastings. It is a little mill up there. 

Senator McNary. What is the name of it ? 

Mr. Hastings. I do not know; it is a Grould mill. 

Senator McNary. Will you get the name of it for the information 
of the committee ? 
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Mr. Hastings. Yes. 

Senator McNary. When was that sale made ? 

Mr. Hastings. Within a week. 

Senator McNary. To whbm was it delivered ? 

Mr. Hastings. It was sold to the George Irish Paper Co. of Buffalo 
and Detroit. 

Senator McNary. Have you a contract with this mill ? 

Mr. Hastings. With the Gould Paper Co. ? Only to take all the 
paper, and they make the price. 

Senator Walsh of Massachusetts. Whom did the George Irish Co. 
want it for ? 

Mr. Hastings. I don^t know. 

Senator Walsh of Massachusetts. You shipped to them ? 

Mr. Hastings. Yes. 

Senator Walsh of Massachusetts. You shipped to a broker ? 

Mr. Hastings. To jobbers. 

Senator Walsh of Massachusetts. Is that unusual ? 

Mr. Hastings. No. 

Senator McNary. What is the highest price these people have 
charged in all your dealings with them since the 1st of January ? 

Mr. Hastings. I think 11 ^ cents by the Gould Go. 

Senator McNary. How much is sold to the spot market by you as 
factors ? 

Mr. Hastings. Not 5 per cent. 

Senator McNary. They did not reserve some of this to sell at 
higher prices ? 

Mr. Hastings. No; not reserved. If you understood the manu- 
facturing business, you would understand that sometimes a mill will, 
say ''we will make 1,000 tons,'' that is the regular run for a month, 
and they make 1,025 tons, through conditions being very good, and 
so they have got 25 tons to sell. That applies to a mill of Gould's 
class. It does not apply to a mill like the Emerson Paper Co., who 
are a small mill, and who are not cheap manufacturers, and can not 
produce cheaply. They do not take tnese big contracts. They go 
on the market and get all they can. This same Emerson Paper Co. 
who may have sold some at 13 cents, I know are selling their paper 
at 4 cents and losing money on every poimd they make. 

Senator Walsh of Massachusetts. These mills have contracts run- 
ning over 3 months, in which they agreed to, furnish paper to certain 
publishers through you as a factor, at a given price ? 

Mr. Hastings. Yes. 

Senator Walsh of Massachusetts. What price was that ? 

Mr. Hastings. 4^ cents up to the 1st of April. 

Senator Walsh of Massachusetts. Is that named in these contracts ? 

Mr. Hastings. Yes. 

Senator Walsh of Massachusetts. So that when you say they have 
been selling at 4^ up to the 1st of April, they have had to do it 
because of an outstanding contract ? 

Mr. Hastings. Oh, they have made contracts since. 

Senator Walsh of Massachusetts. They have made contracts 
since then for large outputs ? 

Mr. Hastings. Yes. 

Senator Walsh of Massachusetts. Has there been any advance in 
those contracts ? 

Mr. Hastings. 25 cents. 
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Senator Walsh of Massachusetts. That is uniform with your mills ? 

Mr. Hastings. Yes. 

Senator Walsh of Massachusetts. No new contract has been made 
since the 1st of April imder 5 cents ? 

Mr. Hastings. No. 

Senator Walsh of Massachusetts. Have any gone higher than 5 
cents ? 

Mr. Hastings* The St. Regis Paper Co. have some contracts 
which they made on the 1st of January for the New York Times at 
6f for certain tonnage, 7,50^ tons. 

Senator Walsh of Massachusetts. Is that the highest price? 

Mr. Hastings. Of their sales ? 

Senator Walsh of Massachusetts. Of their contracts ? 

Mr. Hastings. Yes, that is the highest price that I know of. 

Senator Walsh of Massachusetts. In a contract? 

Mr. Hastings. Yes; I am speaking of through us. 

Senator Walsh of Massachusetts. The other purchases have been 
purchases of what is left over ? 

Mr. Hastings. Yes. • 

Senator Walsh of Massachusetts. Left over from what the manu- 
facturer has contracted to put out ? 

Mr. Hastings. Yes. 

wSenator Walsh of Massachusetts. Is that right ? 

Mr. Hastings. That is right. 

Senator Walsh of Massachusetts. And for that paper you are now 
paying as high as 15 cents? 

Mr. Hastings. I say, one car. 

Senator Walsh of Massachusetts. Have you bought any more 
spot paper on that market ? 

Mr. Hastings. Yes, we bought paper as high as 13 cents. 

Senator Walsh of Massachusetts. When was that sold? 

Mr. Hastings. Within the last month. • 

Senator Walsh of M assachusetts. From whom ? From what manu- 
facturer ? 

Mr. Hastings. That was purchased from the Chff Paper Co., 
purchased from the Pettibone Cataract Paper Co., and from the 
Emerson Paper Co. 

Senator Walsh of Massachusetts. In your table which you will 
give us, you will state the amount of the purchases and to whom 
they went ? 

Mr. Hastings. Yes. 

Senator Walsh of Massachusetts. Have you any suggestions to 
make to the committee as to how we could as pubUc servants remedy 
the present situation, which is causing the small publisher to go into 
the market and pay a high price ? 

Mr. Hastings. The old law of supply and demand takes care of 
most of these things. I have seen these investigations and commit- 
tee hearings go on, and everyone of the things that they have investi- 
gated have gone up. Why should it be any different in the case of 
newsprint than in any other commodity ? 

Senator Walsh of Massachusetts. I think it is fair to assume that 
what is going to happen is that in the next three months when a con- 
tract is made, it is going to be at 7^ cents; at the end of the next 
three months 8 cents; the next three months it is going to be 9 and 
10 cents. That is on contract too, with the spot market correspond- 
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ingly increased. Do you say that we can sit by as public servants^ 
with folded hands, and let it go to a mark where it will drive the 
. small publishers out of business ? 

Mr. Hastings. No, but is it not a fact that as this price goes up, 
the big publisher who is paying these big prices has got to curtail ? 

Senator Walsh of Massachusetts. There is the remedy. 

Mr. Hastings. There is the remedy. It is going to be remedied. 
It is going to get topheavy. 

Senator Walsh of Massachusetts. That is what I wanted to know* 
You say we must not take any action ? 

Mr. Hastings. No; you have not got to take any action. Here 
is the fact, and I will take one instance. The Philadelphia Bulletin 
have a contract with the Great Northern Paper Co. at 4 cents a 
poimd, which has over a year to run yet. Everyone of his competi- 
tors in Philadelphia is paying 5 cents. He can go out and buy four 
or five thousanci tons and pay IQ or 12 cents a pound, and his average 
will still be not any higher than his competitors. If his price went 
up to 6 cents he could not average down, and he would have to stop 
using the paper. That is the remedy. 

Senator Walsh of Massachusetts. When were you last able to 
contract for these publishers for newsprint paper at a price around! 
3 and 4 cents per pound? 

Mr. Hastings. That was within a year and a half. 

Senatop Walsh of Massachusetts. Much less than that, is it not ? 

Mr. Hastings. Possibly. 

Senator Walsh of Massachusetts. Could you not do so last fall ? 

Mr. Hastings. Yes, 3^ cents up to the 1st of January. 

Senator Walsh of Massachusetts. So that from the 1st of Januarys 
t'le contract price has gone from 3 J to- 6 J cents ? 

Mr. Hastings. Yes. 

Senator Walsh of Massachusetts. Where is the contract pric& 
going to stop ? 

Mr. Hastings. The contract price is going to stop when they stop 
using paper in such excessive quantities. 

Senator Walsh of Massachusetts. Only when that is done ? 

Mr. Hastings. Only when that is done. 

Senator Walsh of Massachusetts. Otherwise it will keep going- 
higher and higher ? 

Mr. Hastings. Yes. It is going to take care of itself. 

Senator McNary. Here is the thing on which I can not. quite agree 
with you, and it is a cruel remedy. The big metropolitan papers- 
that have mills or that have favored contracts, and who when they 
go out on the spot market can average that price with their contract 
price, and with their great volume of advertising, can get by with 
this situation while, as you say, this situation is working itself out; 
they can afford paper at 25 cents a pound. But what about the 
general rural press ? They will go out of business. So your law, in 
its operation, is not going to hurt the big fellow but it will hurt the 
little fellow. 

Mr. Hastings. It is hurting the big fellow. Take Mr. Hearst. 
Do you realize what paper 

Senator McNary. We appreciate that, and he is an exception • 
He is having great difficulty, more difficulty than all the rest oi them 
put together, he and Mr. Munsey. But these other men can charge 
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advertising rates sufficient to take care of them, while the little 
newspaper man can not treble or quadruple his rates. 

Mr. Hastings. No. But your argument is that the price of paper 
should not go up from 2J to 4J cents. Don't you suppose it costs 
more to make paper to-day ? 

Senator McNary. We did not argue at all, and have no argument 
to present. 

Mr. Hastings. I know that cordwood that I have bought myself 
at S6 is being sold at S39 a cord. 

Senator lifcNARY. Senator Gronna, do you desire to ask any 
questions ? 

Senator Gbonna. No. 

Senator McNasy. Will you supply the committee with the data 
for which we have asked? 

Mr. Hastings. Yes. I just want to say a word here. You speak 
of advertising. There is one thing that came to my attention yester- 
day, in the mail [indicating]. In every metropohtan paper that is 
being printed Hearst is advertising his papers up to 3 cents. That 
appeared, a whole page. In the Philadelphia BuUetin it takes 8 tons 
of paper for every sheet like that, that they print every day. That 
has the second largest circulation in the Umted States. Every paper 
in New York, for a week or more, has been carrying full-page adver- 
tisements of the Irving National Bank, first one day in that one, and 
then the next in another one, and then the next week I get two of 
these in the mail, printed on fine deckle-edge paper. What is the use ? 

Senator McNary. One reason, we have been told, for putting out 
this increased advertising is because they do not pay the excess 
surtax. That is the case m this advertising ? 

Mr. Hastings. Yes. 

Senator McNary. One of the remedies is not to permit them to 
deduct as expenses, untaxed, what they pay out for advertising? 

Mr. Hastings. Yes. 

Senator McNary. We thank you very much. 

Mr. Hastings. The fact is that the mills have stopped building. 
There are no mills building in New England, which used to be the 
biggest manufacturing and industrial field, and all because of investi- 
gations and the attitude of the publishers. They have stopped 
building, and no man will put his money into them. 

STATEMENT OF MR. S. L. WILLSON, VICE PRESIDENT 

GRAHAM PAPER CO., ST. LOUIS, MO. 

Senator McNary. You represent what ? 

Mr. WiLLsoN. I am vice president of the Graham Paper Co., 
St. Louis, Mo. 

Senator McNary. How long has it been in existence ? 

Mr. WiLLsoN. Fifty-five years. 

Senator McNary. How long have you been connected with it ? 

Mr. WiLLSON. Twenty-three years. 

Senator McNary. Are you brokers, jobbers, or factors? 

Mr. WiLLSON. We are merchants. 

Senatpr McNary. Do you carry a stock of paper? 

Mr. WiLLSON. Yes, a very large stock. 

Senator McNary. Of newspriQt? 

Mr. WiLLSON. Yes. 

14983—20 8 
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Senator McNary. It is a corporation ? 

Mr. WiLLSON. Yes. 

Senator McNary. What amount of capital stock has it ? 

Mr. WiLLSON. A million dollars. 

Senator McNary. What amount of business did you do last year ? 

Mr. WiLLSON. About twenty-two million. 

Senator Walsh of Massachusetts. Have you increased your stock 
recently ? 

Mr. WiLLSON. No, sir. You mean our capital stock ? 

Senator Walsh of Massachusetts. Yes. What stock of newsprint 
paper have you on hand to-day? 

Mr. WiLLSON. We have a limited stock. It has been difficult, of 
course, to get it. 

Senator Walsh of Massachusetts. Approximately how much ton- 
nage of newsprint paper ? 

Mr. WiLLSON. I would say that 75 tons would cover it at the out- 
side, rolls and news. 

Senator McNary. Do you have contracts with the factories ? 

Mr. WiLLSON. We have some contracts, where we have a like con- 
tract with the publishers, but we do not make a contract for a block 
of tonnage and have it shipped in. 

Senator McNary. Give us the names of the mills with whom you 
do business, and the brokers or the newspapers, together with the 
prices at which you bought and sold the paper, and the quantity from 
the 1st of January of this vear. If you can supply the committee with 
that data it will be very helpful, i ou can d!o that ? 

Mr. WiLLSON. Yes, sir. 

Senator McNary. What is the highest price you have paid for 
paper ? 

Mr. WiLLSON. 13i cents. 

Senator McNary. What did you make oflF of that transaction ? 

Mr. WiLLSON. Not over half a cent. 

Senator McNary. Do you sell on commission ? 

Mr. WiLLSON. No. 

Senator McNary. What arrangements do you make; what charge 
do you make for your service ? 

Mr. WiLLSON. We buy paper and resell. 

Senator McNary. In all cases ? 

Mr. WiLLSON. Yes. 

Senator McNary. That is your system ? 

Mr. WiLLSON. Yes; on carload business a margin of not over 5 per 
cent; on most of the contract business it is as low as 3 per cent. On 
goods from stock for the country publisher, and we supply a. great 
many, it is from 10 to 15 per cent, not to exceed 15 per cent in any 
case. If we get five or six cars of paper in, ranging in price from 7 to 
10 cents, we will take them and average them and give it out at an 
average price on an average profit according to the quantity sold. 

Senator Walsh of Massachusetts. Has your own concern any 
contracts with a manufacturer of newsprint to supply you for the 
purpose of reselling newsprint paper ? 

Mr. WiLLSON. None whatever. 

Senator Walsh. So you have not each year a contract which gives 
you a certain stock which you are sure of having for your customers ? 

Mr. WiLLSON. No, sir. 

Senator McNary. Do you wish to make a general statement ? 
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Mr. WiLLSON. Yes; and I will make it a brief one. 

Senator McNary. Very well. 

Mr. WiLLSON. I have some ideas on this pr opo sition which I may 
have secured through my connection with the War Industries Board 
during the war period, in the paper and wood section. 

Senator McNary. In what capacity ? 

Mr. WiLLSON. I was chief of the manufacturing section of the pulp 
and paper division, and I came in contact with these publishers and 
manufacturers. 

So far as print paper is concerned, I must say that 85 per cent of 
the tonnage is used by 15 per cent of the publishers, and that 85 use 
only 15 per cent of the tonnage. Then the tonnage, Mr. Smith or 
some one has stated, is approximately 30,000 tons a year. It would 
take only one good-sized mill to produce that 30,000 tons making a 
himdred tons a day. 

But when you talk about getting these publishers together to ac- 
complish these things, they do not seem to analyze the proposition at 
all. For such a simple thing as furnishing 30,000 tons, Mr. Court- 
land Smith could get his money together from the publishers and go 
out any time in the year and buy a mill. You can buy mills to-day if 
you want to pay for them. If that would represent the relief, it 
would be an easy thing to do to raise money. 

But, aside from that, the production to-day is ^eater than it has 
ever been. The production by regular newsprint mills is greater. 

Senator McNary. Ten per cent more ? 

Mr. WiLLSON. It shows that there has been no curtailment in pro- 
duction. In fact, there has been an effort to increase production aU 
the time. There are probably three to five hundred tons made to-day 
on the outside by wrapping-paper mills and book mills, and it is made 
because the price has been made attractive for them to switch from 
one -grade to another. 

Senator Walsh of Massachusetts. From three to five hundred tons 
a day? 

Mr. WiLLSON. Yes, sir; that would be my estimate. 

Senator Walsh of Massachusetts. That is about. 150,000 tons' a 
year? 

Mr. WiLLSON. Yes, sir. That would certainly relieve the situa- 
tion, to get that much.. Here is the thing in a nutshell: You can 
not get more production with the machines that are available to-day. 
To my mind there is only one remedy, and that is in conservation and 
economy in the use of paper. 

It is a question of how that can be brought about. You take the 
150,000 tons that is being used to-day in excess of normal times, and I 
will venture to say that 90 per cent of that 150,000 tons is used by not 
to exceed 50 publications of this country. The little coimtry pub- 
lisher is not using any appreciable greater amount of tonnage than 
he did during normal times. 

If there is a way, then, of controlling the larger publishers, the only 
way I can suggest is this: I think the War Industries Board still has 
records on file showing the tonnage used by the different publishers 
during 1918. If there were authority given some one, or it is created, 
to limit the use of the tonnage by each one of these publications to 
the amount used during 1918, the thing would solve itself automati- 
cally, in my opinion. 
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Senator Walsh of Massachusetts. That authority still exists; the 
war authority has not been repealed, has it ? 

Mr. WiLLsoN. I am not prepared to answer that question. If it is 
there, I think it could be automatically worked out in that way, by 
limiting the tonnage used by the publishers to their 1918 consump- 
tion. 

I would not attempt to say to a producer, ^*You have got to cut 
down your pa^es, you have got to cut the value of your advertising." 
I would say, We are not going to interfere, gentlemen, with your 
business at all, except that you will have to confine the use of your 
paper to what you used in 1918. You can charge more for your 
advertising." Of course, that is a bad thing to tea them, but they 
can get the same revenue. 

Senator McNary. Cut down his Sunday edition and increase his 
weekly daily edition? 

Mr. WiLLsoN. Any way you want to. ^' You can print your paper 
in comics; you can do this, that, and the other thing." 

Senator McNary. It is like giving a man so mucn gas, and he can 
use it in joy riding or going to church? 

Mr. WiLLSON. Exactly. Then by the sworn circulation state* 
ments you could see how much paper is used, and if you limit it to 
the 1918 tonnage you have the tning automatically regulated. 

In my opinion that is the simplest method of doing it. It would be 
a job that I would hate to tacfele, to try and remedy it, on account 
of the disfavor I would probably meet with from the publishers; but 
I think that is the remedy. 

Senator McNary. You heard Mr. Courtland Smith speak about 
the purchase of mills, if they were given a favorable rate on their 
shipments of paper. Do you think there is anything to that scheme ? 

Mr. WiLLSON. I think it is a lot of bunk. 

Senator McNary. It is what? 

Mr. WiLLSON. I do not think there is anything to it. I do not 
think it is feasible or practicable to my mind. I was impressed by 
hearing him, that he is naturally biased in favor of the puolishers. 

Senator McNary. What do you think of the charges that there 
is an understanding between all the manufacturers ? 

Mr. WiLLSON. It is absolutely ridiculous; there is no question 
about that. I am probably in as close touch with the manufacturers 
of this country of news print as all other manufacturers of paper. 

Senator McNary. As a result of representing the Government? 

Mr. WiLLSON. I am now and I was. I mean my standing before 
and my standing since. I have a very large acquaintance witk them, 
and I know positively that there is no such thing existing. 

Senator Walsh of Massachusetts. You know that they are mak- 
ing excessive profits; you can not dispute that, can you? 

Mr. WiLLSON. I would say this, that of course a manufacturer who 
is selling his paper to-day at 4^ cents under contract, and sells spot 
tonnage at 12 cents, is making an excessive profit. We are selling 

Saper as low as 4.65 with our commission added. That is the Great 
forthem Paper. 

Senator Walsh of Massachusetts. You are selling it how? 
Mr. WiLLSON. Under contract. 

Senator Walsh of Massachusetts. Under your contracts ? 
Mr. WiLLSON. Yes. 
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Senator Walsh of Massachusetts. But you are selling the paper 
for 15, 16, and 14 ^ents? 

Mr. WiLLSON. No. On sheet news I think we have sold nothing 
higher than 11^ cents to the country publishers. 

Senator Walsh of Massachusetts.. But others have sold higher. 

Mr. WiLLSON. There is no question about that, and I presume in 
single cases here and there, a carload, we have sold as high as 14 
cents on a cost of 13^. I think that is the maximum price. 

Senator Walsh of Massachusetts. Have you filled all your orders? 

Mr. WiLLSON. We have taken care of all of our supply. 

Senator Walsh of Massachusetts. If you have taken care of all 
your orders, and other people are getting 14, 15, 16, and 17 cents, 
somebody is taking an extremely extensive profit. 

Mr. WiLLSON. I think there is no question about that; but I do not 
think vou will find it is the broker; I do not think it is the merchant. 
I thinfe you will find that the profit is the difference between the cost 
of maniifacture and the sale to the first vendee. 

Senator Gronna. You have had no difficulty, have you, in getting 
plenty of paper ? 

Mr. WiLLSON. Oh, yes; we have had difficulty. I have just been 
scouring around from one end of the cpuntry to the other, from the 
Pacific Coast to the Atlantic, in an effort to get the paper and to keep 
our customers supphed. 

Senator Gronna. Have you found that unless you name a big price 
to the manufacturer, you were unable to get it ? 

Mr. WiLLSON. I have not made any offers in that wajr. I have not 

fone off and bid for the paper. In fact, I discouraged tne high prices, 
have told our men in St. Louis not to buy any of this high priced 
paper, not to encourage any such prices, unless they absolutely have 
to take care of some old customer. We do not go after new customers 
under these conditions. 

Senator Gronna. Have you been turned down by some of these 
manufacturers in trying to buy paper from them ? Have you been 
refusedpaper ? 

Mr. WiLLSON. Oh, a great many of them; the greater number have 
turned us down. 

Senator Gronna. What reason have they given ? 

Mr. WiLLSON. Their product is sold, oversold. 

Senator Gronna. Don't you think that if you had been in position 
to offer them a price you might have got the paper. 

Mr. WiLLSON. In some cases you could; there are exceptional cases. 
As a general rule, I do not think that is the case. 

Senator Gronna. That has been the case with some of the dealers 
who have appeared before the committee. 

Mr. WiLLSON. That maj be so, but we have not gone out and 
tried to buy paper at auction prices. I don't feel that it would be a 
good merchandising method. 

Senator Gronna. I agree with you. There does not need to be an 
understanding by these paper manufacturers in order to put the price 
where It is, because they have the whole thing in the palm of their 
hands. They can tell you, if you are a man who wants to buy paper 
at a low price and sell it at a reasonable, price to consumers, that they 
are out of stock, and on the other hand if a man is wiUing to go out 
and just sell paper at «.ny price, at a high price, that man will be sun- 
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plied with that paper. Is not that the real condition as it exists, and 
IS not that the reason for the pyramiding of prices from the manufac- 
turer to the consumer? 

Mr. WiLLSON. I think there is no question but what a man can get 
paper if he pays the price. I will agree with you there. 

Senator Gronna. So that the manufacturer is ultimately responsi- 
ble for the situation ? 

Mr. WiLLsoN. I think the big margin of profit can be traced to the 
manufacturer, but whether he is culpable for making a profit under 
conditions where the supply is les& than the demand is another ques- 
tion. That is a debatable question, I suppose. 

Senator Walsh of Massachusetts. If some special remedy as you 
have suggested is not adopted or some other rWedy, what'^is going 
to happen ? 

Mr. WrLLsoN. Many of the small publishers will be put out of 
business; there is no question about that. 

Senator Walsh of Massachusetts. So it is time for action. 

Mr. WiLLSON. You asked a question, Senator McNary, about 
whether any of these added expenses had been shoved along to the 
subscribers and advertisers. 

Senator McNary. Yes. 

Mr. WiLLSON. We have had a few instances like this, where a man 
would call us up and say, ^'I want to buy a carload of paper in rolls." 
We would say, '*I am almost ashamed to tell you what you have got 
to pay for it." He said, *^Go ahead; I will stand anything up to 14 
cents." I say, *'We do not have to ask you that much, but let me 
ask you, how do you get by with this?" He said, ''In my case we 
have readjusted oUr business to meet conditions; we have increased 
our advertising, we have increased our circulation price, and we are 
getting by all right. But," he says, ''I don't think most of them are." 

Senator Gronna. That would apply only to the larger papers; 
that could not apply to the country weeklies. 

Mr. WiLLSON. No; to the small users in sheets, that is quite true. 
It is mostly your local papers. 

Senator Walsh of Massachusetts. You are going to furnish us 
with a statement from January 1, 1920, to the present date showing 
purchases made, the price paid, from- whom bought, and to whom 
sold. 

Senator McNart. This will be in* confidence, you understand. We 
thank you very much, Mr. Willson. It has been of great value to 
the committer *^ have had your testimony. 

Mr. Reporter, insert in the record this statement from Dillon & 
Barnes. 

(The statement referred to is here printed in full, as follows:) 

Statement showing purchases trwde, the price paid, from whom boughtj and to whom 

sold, from Jan. 1, 1920 , to date, 

PURCHASED FROM FRANK GILBERT PAPER CO. 



1920. 
Jan. 9 
Feb. 17 
17 



Sold to— 



J. E. Linde Paper Co., dealers, New York City 

Dobler & Mudge, dealers, Baltimore 

do..: 



Pounds. 



60,068 
75,463 
19,984 



Cost. 



Cenis. 
I* 
7i 



Sold. 



CerUt. 
9 
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PURCHASED FROU A. Q. CAUFION. 
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whom 



CoujlBr Journal IfluisvllIe.Kv 

Nepperham PublishtjiE Co., Yonliera, N. Y . . 

a. R. Lbts, Wilkersboro, N.C. (dealer) 

MegBrgee Bros., Scran ton, Pa 

Nowspaper Supplv Co., Clnciimatl, Ohio- - . . . 
Cleretuid Press, CieTBlaiid, Ohio 



li, Elliabelh N. J... 



BsUv Fantagrapii, Blooialugton, II 

Pittsburgh Press, Pa*..'.!. 

EllzabelEloumal, N. J. . 



Tlmo5.Plca™iiB, Nbw i 
Pittsburgh Press, Pa . . . 



Potmds. Cost. 



I 



PURCHASED FROU H. G. CRAIG & CO. 



9 El Paso Herald, Ten... 



PURCHASED FROU I. OILUAN 4 CO. 



Pittsburrt Dispatch, Pa 98,) 



CaldwellPaper Co., dealers 23,SBO 



PURCHASED FROU RACQUKTTE RIVER PAPER CO. 



Newspaper Supply Co., ClOtiiuiatl, Ohio... 



18, OM 



PURCHASED FBOU PERKINS-GOODrfIN 4 CO. (DEALERS). 

Pittsburgh Dlspatdi, Pa M,930 

PURCHASED FROU WEST END PAPER CO. 



I St. Loul3 St 



(Thereupon, at 1.40 o'clock p. m., a recess was taken by the com- 
mittee, to reconvene at the call of the chainnan.) 



AFTER BECE88. 

The committee reconvened in executive session at ; 
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STATEMENT OF MB. ALVA SNTDEB, FEDERAL TRADE 

COMMISSION. 

Senator McNary. State your name and official connection. 

Mr. Snyder. Alva Snyder, examiner, Federal Trade Commission. 

Senator Walsh of Massachusetts. How long have you been con- 
nected with the commission ? 

Mr. Snyder. Since 1916. 

Senator Walsh of Massachusetts. What was your business pre- 
vious to that ? 

Mr. Snyder. I have been a Government employee most of the time 
smce 1903. 

Senator Walsh of Massachusetts. Did the newsprint business come 
under your attention as an employee of the Federal Trade Commission ? 

Mr. Snyder. Almost ever since I have been with the commission, 
since the first investigation started. 

Senator Walsh of Massachusetts. You have been familiar with all 
of the activities of the commission on this subject? 

Mr. Snyder; To a certain extent, yes. 

Senator Walsh of Massachusetts. Now, you may. state what your 
information is of, the newsprint manufacturing business and the dis- 
tribution of newsprint paper as jou have observed it since you 
became connected with the commission up to the present time. 

Mr. Snyder. You do not mean in my technical knowledge of 
manufacturing ? 

Senator Walsh of Massachusetts. No. 

Mr. Snyder. But just general knowledge? 

Senator Walsh oi Massachusetts. More particularly your knowl- 
edge of it so far as there has been the production of newsprint paper 
for distribution and sale. 

Mr. Snyder. The first connection which I had with the investi- 
gation of newsprint paper related to the investigation conducted by 
the Federal Trade Commission under the Owen resolution, passed in 
1916, the investigation continuing into 1917. The information col- 
lected at that time related principally to the cost of manufacturing, 
but under the empowering act an investigation was also made relative 
to practically all of the activities of the manufactm*er which related 
to the production and distribution. 

There was much evidence developed in regard to concerted action 
among the manufacturers, and before the investigation was con- 
cluded by the Federal Trade Commission the Attorney General's 
office also started an investigation under the Sherman antitrust law, 
which resulted in an indictment in New York. State which involved 
45 corporations and 8 individuals manufacturing newsprint paper. 
The result of the indictment has been somewhat peculiar. The case 
never came to trial, as the manufacturers under indictment were able 
to get a compromise on the indictment whereby their association 
was broken up — that is, the Newsprint Manufacturers Association, 
which had its offices in New York City — and has been superceded, so 
far as location is concerned, by the Newsprint Service Bureau, which 
is the present statistical service organization of the manufacturers, 
aJl, I believe, of the ones that were covered in that original indict- 
ment, and a good many others that have since come in. 

Senator Walsh of Massachusetts. Where were their headquarters ? 

Mr. Snyder. 18 East Forty-first Street, New York City. 
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Senator Walsh of Massachusetts. That is the manufacturers* 
organization ? 

Mr. Snyder. Yes. 

Senatoi: Walsh of Massachusetts. Is it a fact that they have an 
organization in Canada, the Newsprint Manufacturers of America, 
and the United States ? 

Mr. Snyder. Continuing from the point where I stopped, the 
compromise agreement with the Attorney General's office, I might 
mention that the manufacturers paid fines aggregating $11,000. 
The cases were nolle prossed so far as most of the manufacturers 
were concerned. There were some that filed pleas of noo contendere 
and submitted to fines. 

Senator Walsh of Massachusetts. Can you tell us briefly what 
the complaint was against these men, conspiring to do what ) 

Mr. Snyder. In restraint of trade, unfair competition, and quite 
a number of things enumerated along that line. I have forgotten 
what aU the charges were; but there were a number of counts aU 
under the Sherman antitrust law. The Newsprint Manufacturers' 
Association was eventually dissolved. The only organization that 
they have now in the State that I know of is the Newsprint Service 
Bureau, which prima facie is merely a statistical organization. 

The former secretary of the Newsprint Manufacturers' Association 
was Mr. George F. Steele. Before the Federal Trade investigation 
was concluded and before the Attorney General's investigation was 
concluded, but after the investigations were started, Mr. Steele began 
advocating the formation of the Canadian Export Paper Co., which 
is a Canadian pool of five of the biggest Canadian companies. As 
soon as the Newsprint Manufacturers' Association was dissolved by 
the action of the Attorney General's office, Mr Steele immediately 
became general manager of the Canadian Export Paper Co. and is 
now the general manager of that institution. 

As I said before, that is composed of five of the biggest Canadian 
manufacturers, which represents almost half of the Canadian produc- 
tion. Their tonnage is pooled and all sell at the same price. So there 
is no competition between the firms that belong to it. The money or 
profits are prorated back to the concerns furnishing the tonnage. 

Senator Walsh of Massachusetts. To what extent, if you know, 
have the American manufacturers come into that organization ? 

Mr. Snyder. So far as I know, there are no American manufac- 
turers in the Canadian Export Paper Co. 

Senator Walsh of Massachusetts. Or American citizens that are 
stockholders ? 

Mr. Snyder. I do not know. 

Senator Walsh of Massachusetts. So that the Canadian corpora- 
tion is clearly a newsprint paper trust ? 

Mr. Snyder. It would be from our standpoint, as I understand it. 

Senator Walsm of Massachusetts. ControUing half of the produc- 
tion and selling newsprint paper at the same price from the various 
miUs ? 

Mr. Snyder. Yes, sir. I might say that they make an exception 
in regard to Canada. It is my information that the tonnage is not 
pooled that goes to Canadian concerns, but only the tonnage that 
goes for export. I am not familiar with the Canadian laws, and I 
do not know what their articles of incorporation permit them to do 
along those lines, but the pool seems to me entirely for the export 
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trade. There are some indications that there is an understanding 
among the manufacturers producing newsprint paper now. But the 
situation is such as regards demand and supply that there is really 
no need for concerted action at the present time, and it is very doubtful 
if they are exercising concerted action to anj great extent. There 
is a marked similarity between their acts, their selling prices. There 
are a number of significant facts. They seem to understand each 
other from a gentleman's agreement standpoint, but that may 
occur in any industry where business firms work along business lines. 

So far as concerted action is concerned, I do not believe I have 
anything to add to that, because our work has really not taken up 
that phase of the situation, being mostly statistical at this time. 

Senator Walsh of Massachusetts. In what way do they seem to 
be working along the same lines ? 

Mr. Snyder. There is one significant fact. Their contracts are 
practically identical so far as the terais are concerned. For illus- 
tration, they all reserve to themselves in the contracts the right to 
readjust the terms quarterly; not all, but in practically all. 

Senator Walsh oi Massachusetts. In other words, there are very 
few of their contracts that absolutely fix the price for a whole year ? 

Mr. Snyder. I do not think there is so much uniformity in the 
price situation, but there are quite a number of the practices that 
are identical with all of them. For instance, it used to be the sell- 
ing custom that the price was made f. o. b. the sidewalk in most of 
the cases; in some cases f. 6. b. destination, which laid it at the plat- 
form at the town where the publisher was in business. In some 
instances they made the price f. o. b. press room, and even paid the 
cartage rate into the newspaper plant. 

Now, in every instance that I know of, the price is f. o. b. mill. 

Senator McNary. F. o. b. sidewa'k means dumped on the side- 
walk of the place or the warehouse of the purchaser; is that the 
idea ? 

Mr. Snyder. Yes. Press room, of course, would mean that the 
people who delivered it to the sidewalk also took it into the plant. 
Then there were those who simply delivered it to the station- in the 
town where the publisher was located. 

Senator McNary. F. o. b. sidewalk is a new one to me. I sup- 
posed that meant to the place of doing business — is that it— of the 
consumer; that is, bringing it to his sidewalk? 

Mr. Snyder. Yes, and the publisher has to pay the expense of 
bringing it into his plant. In other words, the drayman aumps it 
out on the sidewalk. 

There are certain reservations in the contracts. I do not know 
that I can exactly give those, but practically all contracts have 
certain reservations that arc identical with all the companies. There 
has been marked uniformity, I would say, outside of the small mill, 
of a few of the small mills and converted mills. All of the fellows 
that used to work pretty well together are doing this. They have 
uniformly, for the last three years, notified their customers that they 
would have to cut down on their tonnage. In other words, they 
seem to know a long ways in advance just about how much they are 
going to produce. That may be all right and it may not. 

Senator Walsh of Massachusetts. The suggestion was made to us 
this morning that curtailing the amount of newsprint paper used by 
the publisher would be of no avail, as there was an implied under- 
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standing between the manufacturers that they would cut the pro- 
duction. 

Mr. Snyder. I want to say that there are indications along that 
line, but they were up against the proposition, and if they are doing 
anything like that, it has been so quiet that it would nave to be 
developed, I believe, hj some gum-shoe work. That is, I do not 
beheve that any organization like ours, that works aboveboard, 
would be able to get the information. I doubt even if the Senate 
could get it. The Department of Justice probably could. 

Senator Walsh of Massachusetts. But you do intimate that there 
is some evidence to show that they are watching production all the 
time? 

Mr. Snyder. I beheve they are. And here is another thing that 
leads me to believe that: They are collecting statistics from the 
publishers. They are requiring the pubUshers always to tell them 
what their consumption is, how much paper they have to have. 
I know in one instance that one of the big Canadian concerns has a 
statistician for the purpose of compiUng this information. 

It came out in the paper trade journal that he was required to 
compile statistics. I have in my possession now, and I think prob- 
ably Mr. Kellogg put in the record, too, statistics that he had collected 
from the publishers. I will adnait that lists of our own statistics 
compiled by the Government are of value to a manufacturer when it 
comes to giving him a line upon the consumer. And when a situa- 
tion like this arises and he can require the consumer to furnish him 
certain statistics before the consumer is certain of getting tonnage, 
the consumer is practically put in the manufacturer's power because 
the manufacturer has all the inside information of that consiimer's 
business. And if he has a mind to work things so as to produce an 
artificial condition, so far as that man's business is concerned, I do 
not see as there is anything to hinder him from doing it. I am not 
saying they are doing it, but it is, to my mind, a somewhat suspi- 
cious circumstance that they are collecting these individual statistics 
from the publishers — ^I mean their publisher customers. 

Senator Gronna. They certainly would be in a position to protect 
themselves from an overproduction, would they not ? 

Mr. Snyder. They certainly are, and they are certainly in a posi- 
tion to keep the publisher down to the lowest point under his contract. 
As a matter of fact there are very few publishers that have in the 
last three years received all the tonnage under their contracts. There 
are always 300 or 400 tons left over at the end of the year, 
and when a new contract is made he virtually gives up that 300 or 
400 tons that is due him. At least, he is always 300 or 400 tons 
behind, and the new contract practically always contains a waiver 
clause. That is uniform, too, waiving any claims that may have 
arisen under the former contract. 

Senator Walsh of Massachusetts. Why should not the publishers 
take that tonnage and themselves sell it to the spot market ? 

Mr. Snyder. I presume the way things are now that the publisher 
would prefer to use it. 

With reference to the action of manufacturers along lines of con- 
certed action, I believe that is all I have to say. 

When it comes to the supply proposition, I want to bring out this 
point that I do not believe nas been made clear in any other state- 
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ment that has been introduced. That is that there are a number of 
different weights of newsprint paper. A lot of the figures that I 
know of that have been introducea cover the whole industry always 
instead of the particular weight covered by the publisher's contracts. 
It is the publisher's situation that you are investigating. The 
weight of paper used by publishers tells entirely a different story 
from the figures that you nave. A part of the figures you have are 
my figures, too, and I nave other figures which cover all the pubhshers. 

Senator McNary. What is it ? 

Mr. Snyder. The publisher's contracts invariably call for paper 
of a basic weight of 32 pounds per 500 sheets based on sheets of 24 
by 36 inches. In other words, it is known as standard news, and it 
constitutes approximately 90 per cent of the total production of all 
kinds of newsprint paper. In that 90 per cent tnere has been a 
decrease in the production, and that is an additional factor which 
is causing the publisher so much concern. But even the publishers 
themselves, I believe, have been camouflaged by the figures that the 
Newsprint Service Bureau is putting out. The Newsprint Service 
Bureau figures, they say right on their sheet, include hanging paper, 
includes paper used in cheap novels, etc. 

Senator Gronna. The heavier the paper they manufacture the 
more profit they would make, because I suppose it costs less to manu- 
facture heavy paper then light-weight paper ? 

Mr. Snyder. The light-weight paper at 15 cents a pound would be 
much cheaper for the publisher tnan heavy-weight paper at 5 cents 
a pound, because the publisher buys weignt and sells surface. This 
[indicating] is a sheet put out by the Newsprint Service Bureau. 

Senator McNARY.^ We have that. 

Mr. Snyder. It includes hanging, lining, side runs, and similar 
grades. 

Within that 10 per cent total production there has been an enor- 
mous increase in production. In the case of one mill they increased 
their production of grades other than standard news, wnich is the 
g'ade used b}'' publishers, more than 170 per cent for 1919 over 1917. 
That is one of the largest companies. 

Senator McNary. What is this all about ? What are you trying 
to demonstrate? 

Mr. Snyder. I am trying to demonstrate the condition of supply. 
If I am telling too much, stop me any time. 

Senator McNary. No; I only want to get it straight in my mind. 

Mr. Snyder. This is the condition of supply and will show a dif- 
ferent width of margin between demand ana supply than you have 
had heretofore. In other words, it throws a somewhat different 
liffht upon the situation you are investigating than any other figures 
TOiich nave gone in heretofore. 

Senator Gronna. We have dealt with only one class of paper, and 
you are trying to illustrate that there is more than one grade. There 
IS a heavy-weight paper and light-weight paper. 

Mr. Snyder. I am trying to demonstrate that there are other classes 
demanded commercially now than the grade used by publishers, and 
that all of the increase in production in the United States has come 
upon those other grades and not upon the weight of paper used by 
the publishers. 

In the case of one large company which produces about 25 per cent 
of the total newsprint paper produced in the United States, its pro- 
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duction of standard news, which is the weight used by publishers, 
decreased over 20 per cent in the last two years; whereas it increased 
its production of other weights of newsprint paper not used to any 
extent by publishers more than 65 per cent. 

Senator Walsh of Massachusetts. Why was that done ? 

Mr. Sntder. The principal reason, as I see it, is that the demand 
is greater from business concerns, job printers, and other conmiercial 
users, from the price standpoint, than the demand from the pub- 
lishers. Otherwise I would not be able to explain why the enormous 
increase in these conunercial weights of newsprint paper, because one 
lai^e mill has increased its commercial weights of newsprint paper 
over 170 per cent in the last two years. 

Senator McNaky. Is there any further statement you want to make t 

Mr. Snyder. I do not beUeve that you have any figures represent- 
ing the increase or decrease in the kind of paper used by the publishers, 
standard news. 

Senator McNakt. Why can not you put that in the record ? 

Mr. Snyder. I can, 1 will leave those with you. 

Senator McNabt. Just hand to the reporter what you think ought 
to go in. 

Mr. Snttjer. I will. 

(The statement referred to is here printed in full, as follows:) 
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Senator McNary. You will be around here every day ? 

Mr. Snyder. Yes; but there are one or two otner points I would 
like to bring out. 

Senator McNary. Hurry along, then. 

Mr. Snyder. I will sidetrack practically all of the other things, 
because you have gone into them. 

I have nothing particular to add so far as the figures are concerned, 
with the exception of this difference in the figures you have from 
what the real situation is. This makes the margin wider between 
the demand and supply. 

Senator Walsh of Massachusetts. I suppose they have gone into 
this kind of paper because they can make more money. 

Mr. Snyder. I do not think that is altogether the cause. I think 
as to these manufacturers who were prosecuted by the Department 
of Justice, and have been imder control to a certain extent, the 
instruments that control them are somewhat weak in their force and 
effect on account of their inherent defects, but I believe they are still 
somewhat under control. 

The agreement that the Attorney General bound them up with 
related only to the 32-pound paper. So they can get out from xmder 
that agreement by making other weights of newsprint than 32-pound 
paper. 

Senator Walsh of Massachusetts. They are free-lancers when it 
comes to other paper than 32 pounds; and when they manufacture 
that they are under agreement with the Attorney General? 

Mr. Snyder. Just a minute. In the agreement they specify to 
produce an approximate tonnage of 32-poimd paper. In a very few 
mstances have they produced tne tonnage that was stated, but they 
have come close enough so that they would not have to be prosecutea, 
imdoubtedly. But in only one or two instances have they gone 
beyond the toxmage they signed up for. 

Senator Walsh of Massachusetts. Why has not the Attorney Gen- 
eral or your department of the Goverxunent, as a slight means at least 
of relieving this situation, insisted upon a strict compUance with that 
agreement, compelling them to produce up to the very last poxmd? 

Mr. Snyder. The Federal Trade Commission has no power of 
enforcement whatever. The Attorney General's office, I can not 
speak for them. I am surprised myself. 

Senator Walsh of Massachusetts. You have been? 

Mr. Snyder. Yes. 

Senator Walsh of Massachusetts. Can you tell us approximately 
or accurately how many additional tons o^ newsprint paper woul^ 
have been in the market if these manufacturers had been compelled 
to live up to the letter of the agreement ? Is it computable ? 

Mr. Snyder. It is computable. I could not give it to you offhand, 
because I do not have the figures to work from. 

Senator Walsh of Massachusetts. Is it a substantial amoimt? 

Mr. Snyder. I think it would be. It would probably be enough 
to take care of the small pubUshers. 

Senator Walsh of Massachusetts. Can you get that for us ? 

Mr. Snyder. I think I can work that out. 

Senator Walsh of Massachusetts. I think that is very important. 

Mr. Snyder. I can put in the tables showing those increases. 

Senator Walsh of Massachusetts. In preparing this information for 
us, you ought to tell us the particular manufactiu-ers who have not 
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produced the amount called for in the agreement and at the same 
time show us whether the manufacturer has increased the production 
of other kinds of print paper than 32-pound newsprint paper. • And 
you say you expect those figures to snow that while they have fallen 
down in living up to the letter of their agreement in matters of the 
production of newsprint paper their records will show that* they have 
substantially increased their production in other lines of paper than 
32-pound paper? 

Mr. Snyder. Yes. That is the ones that are making other grades. 
There are some of them that make nothing at all but 32-pound paper. 

Senator Walsh of Massachusetts. Does not that clearly spell 
evasion ? 

Mr. Snyder. It looks that way to me. 

Senator Walsh of Massachusetts. With the same kind of material 
and machines used for these different grades of paper ? 

Mr. Snyder. Exactlv. 

Senator Walsh of Massachusetts. Proceed. 

Mr. Snyder. I have here a table based on United States production 
which shows the combined production of the three companies signing 
the agreement, and also the combined production of all other compan- 
ies in the United' States not signatory to the agreement, which shows 
a decreased production of standard news of more than 16 per cent, 
and an increased production of other grades of 65 per cent, for the 
companies signing the agreement; whereas the companies not signing 
the agreement increased their production of standard news more than 
9 per cent, and their production of other weights of newsprint more 
than 2 per cent. 

Only three, of the companies signing the agreement, as compared 
with all other companies in the United States, reduced the production 
of standard news, so that the figures show a decrease of 1919 over 
1917, which was the year of gjreatest production of standard news, 
and at the same time show an increase of other weights of newsprint 
of more than 22^ per cent production for the entire United States 
for 1919 over 1917. 

(The paper referred to is here printed in full as follows:) 

Production of newsprint paper in net tons for the combined output of three United States 
companies signatory to arbitration agreement compared with the combined output of all 
other companies for the years 1917 j 1918 j and 1919 (hanging paper excluded), 

[Italic figures indicate decrease.] 



. 


1917 

1 


1918 

• 

388,813 
54,060 


1919 


Percent 

of in- 
crease or 
decrease 
for 1919 
over 1918. 


Per cent 

of in- 
crease or 
decrease 
for 1919 
over 1917. 


Companies signatory to arbitration agreement: 
Standard news 


479,856 
38,741 


399,738 
64, 118 


2.81 
18.61 


16.70 


Other weights 


65.50 






Total newsprint 


518,597 


442,873 


463,856 


4.74 


10.56 






Companies not signatory to arbitration agree- 
ment: • 
Standard news 


758,931 

81,484 


736,2'/3 
81, 139 


827,442 
83,219 


12.38 
2.56 


9.03 


other weights 


2.13 






Total newsprint 


840,415 


817,412 


910,661 


11.41 


8.31 






All United States companies: 

Standard news 


1.238,787 
120,225 


1,125,086 
136, 199 


1,227,180 
147,337 


9.07 
8.98 


22.55 


Other weights 






Total newsprint 


1,359,012 


1,260,285 


1,374,517 


9.06 


1.14 




• 



d 
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Mr. Snyder. I have here a table showing the production of the three 
United States companies that signed the agreement, showing their 
production of the grade used by publishers and the production of 
other weights. I have permission of the commission to let that go 
in, if you want it in the record. 

(The statement referred to is here printed in full, as follows :) 

Comparison by years of the production of newsprint paper in net tons for three important 
United States companies signatory to arbitration agreement {hanging paper excluded). 



[Ita'ic figures indicate decrease.] 










1917 


1918 


1919 


Per cent 

of in- 
crease or 
decrease 
for 1919 
over 1918. 


Per cent 

of in- 
crease or 
decrease 
for 1919 
over 1917. 


International Paper Co.-.i 

Standard news 


390,363 
38,741 


306,823 
54,060 


312,162 
64,118 


1.74 
18.60 


to. OS 


Other welehts 


65.50 






Total newsprint 


429,104 


360,883 


376,280 


4.26 


li.si 






Minnesota & Ontario Power Co.:* 

Standard news 


66,786 
None. 


60,954 
None. 


• 

63,186 
None. 


3.66 
None. 


S.95 


Other weights 


None. 






Total newsprint 


65,786 


60,954 


63,186 


3.66 


S.9S 






Oould Paper Co.: 

Rtandard news .,, ...^,.. 


23,707 
None. 


21,036 

None. 


24,390 
None. 


15.94 
None. 


2.88 


Other weiehts 


None. 






Total newsprint 


23,707 


21,036 


24,390 


15.94 


2.88 







1 Sixteen mills in which newsprint is manufactured. 

s Does not include the Canadmn mill at Fort Frances, Ontario. 

Mr. Snyder, i have here a table showing the production and in- 
crease in production of two individual companies comparable with 
the ones in the other table, that were not covered by the arbitration 
agreement with the Attorney General. One of these companies 
increased its production ot other weights than newsprint paper more 
than 172 per cent, and increased its production of standard news 
more than 4 per cent. The other company makes only standard 
news and increased its production of standard news more than 9^ 
per cent for 1919 over 1917. The reason I compare 1919 with 1917, 
is because 1918 was an oflf year; production slumped for various 
reasons. 

Senator Walsh of Massachusetts. Why do you offer those two 
companies ? 

Mr. Snyder. I am not really offering them unless you want them. 

Senator Walsh of Massachusetts. You have a reason. You say 
they are comparable with former tables. Why ? 

Mr. Snyder. Comparable from the standpoint of production. 

Senator Walsh of Massachusetts. They were not in the agreement ? 

Mr. Snyder. No. 

Senator Walsh of Massachusetts. But they were prosecuted ? 

Mr. Snyder. They are offered for the purpose of showing that these 
companies increased their production of standard news, whereas the 
companies that signed the agreement decreased the production. 

Senator Walsh of Massachusetts. That is what 1 wanted to bring 
out in the record. In other words, they are offered as a contrast ? 
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Mr. Snyder. Exactly. 

Senator Walsh of Massachusetts. I so understood. At least, I so 
inferred, and I wanted the record to be clear. 

(The table referred to is here prmted in full, as follows) : 

Comparison by years of the production of newsprint paper in net toiu for 2 important 
United States companies not signatory to arbitration agreement (hanging paper ex- 
cluded). 



Crown Willamette Paper Co.: 

Stasdard news 

other weights 

Total newsprint 

Great Northern Paper Co.: 

Standard news 

Other weights 

Total newsprint 



1917 



88,157 1 

1,544 , 

89,701 I 

209,632 
None, i 
209,632 



1918 


1919 


88,886 

1,486 

90,372 


91,826 

4.210 

96,036 


204^; 150 

None, 

204, 150 


229,819 

None. 

229,819 



Per cent 

of in- 
crease or 
decrease 
for 1919 
over 1918. 



3.30 

183.50 

6.26 

12.57 

None. 

12.57 



Per cent 

of in- 
crease or 
decrease 
for 1919 
over 1917. 



4.16 

172.66 
7.06 

9.63 

None. 

9.63 



Mr. Snyder. While I am here I would like to say one or two things 
in regard to the taxing proposition. There is not any question in my 
mind but what there, must either be a decrease in demand to some 
extent or an increase in supply of paper of the kind used by pub- 
lishers, rather than a decrease in production, with the demand increas- 
ing and widening the margin all the time. The main problem is how 
to bring that about. It might possibly be done through taxation, 
and the idea occurred to me to-day that there might possibly be some 
law put through under the general-welfare clause in the Constitution 
by which the size of Sunday papers CQuld be limited. 

Senator Walsh of Massachusetts. What is that general-welfare 
clause? 

Mr. Snyder. That Congress shall have power to pass laws for the 
general welfare of the country. It is article 1, section 8. 

Senator Walsh of Massachusetts. Do you recall any similar action 
being taken under that clause ? 

Mr. Snyder. I went into the law library on my way up here, and 
there never has been anything of that kind that they could find. 
The question has never come up with reference to the United States 
passing a law, so far as they knew. 

Senator Walsh of Massachusetts. I think that Sunday lawmaking 
is a part of the police power of the States. 

Mr. Snyder. They did tell me that national holidays had been 
declared — that laws had been passed creating national holidays. 

Senator Walsh of Massachusetts. Do they not have to be passed, 
in addition, by the States ? 

Mr. Snyder. I do not know. Any tax regulation, to my mind, 
would have to go upon the product in which wood pulp is usea, rather 
than upon paper as paper, for this reason: There have been classified 
by some authorities more than 200 kinds of paper alone in which 
wood pulp is used, and there are innumerable other commercial 
articles in which wood pulp is used. 

Any tax which might be put upon any of that grade of paper 
would have a tendency to decrease the attractiveness of that market 
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as a vehicle in which to invest wood pulp. I think any tax law, if it 
is going to increase the production of newsprint paper, should go 
upon the other products, so that the wood pulp will go into newsprint 
paper. In other words, discourage the use of wood pulp in the other 
things into which it is going and make more attractive the newsprint 
market for wood pulp to go into. 

Senator Walsh of Massachusetts. What other things is wood pulp 
going into ? 

Mr. Snyder. As to grades of paper, wood pulp goes into book paper. 

Senator Walsh of Massachusetts. Could something else be usea as 
well for book paper ? 

Mr. Snyder. Book paper is a composition usually of wood pulp 
and rag pulp,, and the wood pulp is what is known as a sulphite, wnich 
is made from chips instead of from the ground wood, which makes a 
longer fiber. But there is a high per cent, probably from 30 to 40 
per cent, sulphite in book paper. And you ask if that could be 
removed from book-paper manufacturing without any detriment to 
the book-paper business ? 

Senator Walsh of Massachusetts. No, the pulp. 

Mr. Snyder. I do not think so. In fact, almost all kinds of paper 
have as their base the manufacture of wood pulp. The production 
of book paper in 1917 was 892,283 tons; in 1919, 914,823 tons. 

Probably the greatest commercial use of wood pulp is the manu- 
facture of paper board, which is almost purely a commercial use, which 
goes into shipping containers of various kinds, and all the little boxes 
into which different products are put . There is the production of paper 
board, and this includes some board in which there is a low percentage 
of wood pulp, but in most of the board paper there is a high percent- 
age. In 1917 the production was 1,804,589 tons; in 1919 the produc- 
tion was 1,950,037 tons, in the United States, an increase of more 
than 145,000 tons. 

I have been reliably informed by millmen that it take^ about 1.1 
tons of pulp to make a ton of paper, so that the consumption of pulp 
is slightly greater than the actual production of the finished paper. 
There was a decrease in the production of wrapping paper, whicn is 
very largely a wood pulp proposition, from 727,515 tons in 1917 to 
694,207 tons in 1919. In bag paper the production in 1917 amounted 
to 116,714 tons; in 1919 this production increased to 175,424 tons. 

Senator Walsh of Massachusetts. You have given us now sub- 
stantially all of the other paper products that use wood pulp, other 
than newsprint paper, have you not ? 

Mr. Snyder. There are some other commercial uses of wood pulp 
which are not so important from a tonnage standpoint but are impor- 
tant from the standpoint of value. 

Senator Walsh of Massachusetts. What are they? 

Mr. Snyder. For instance, the manufacture of silk stockmgs from 
wood pulp runs into the millions of dollars. The tonnage, however, 
is comparatively small. The silk is spun from the cellulose, that is 
the pulp, and this makes a very good quality of artificial silk: at 
least, it wears fairly well. I tried to find some figures on the actual 
value, but was unable to. I saw some a while ago but was not able 
to. locate them. 

Senator Walsh of Massachusetts. If a tax was decided upon as one 
of the remedies to relieve the situation, you would recommend the 
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placing of a tax on all U3as:es of wood pulp other than that used in 
the manufacture of newsprint paper? 

Mr. Snyder. I think that is the only solution so far as the tax 
proposition is concerned, because if you put it upon the newsprint 
paper then the tendency is to discourage the use of wood pulp for 
that kind of paper. They will go over to the more attractive proposi- 
tions. 

Senator Walsh of Massachusetts. And the other tax remedies 
would have to be confined, in your opinion, to the usages of news- 
print paper after it was manufactured. For instance, a tax upon 
newspapers and magazines above a certain weight so as to keep down 
the maximum oJ[ newsprint paper used; and taxes upon the pub- 
lisher based upon the amount he claims his newspaper used for adver- • 
tising purposes, etc. 

Mr. Snyder. I am not very clear in my own mind as to the advisa- 
biUty of a tax upon the newspaper itself. I am more in favor, if it 
is possible to do so, of simply limiting the number of pages which can 
be published in a Sunday paper. 

Senator Walsh of Massachusetts. But if any at all is to be placed 
other than the recommendation you have made, it must go upon the 
publisher rather than the- user of wood pulp? You do not recom- 
mend any tax upon the newsprint paper manufacturer because it 
would curtail production, you say. 

Mr. Snyder. No. 

Senator Walsh of Massachusetts. Therefore, if there is to be a tax 
at all other than that you have indicated, it must be upon the user of 
newsprint paper so as to keep down the demand ? 

Mr. Snyder. Yes. In other words, it must be upon the finished 
product. 

Senator Walsh of Massachusetts. Yes. • 

Mr. Snyder. Graduated according to the tonnage of pulp used in that 
product. For instance, the leather board paper used by shoe manu- 
facturers contains about 15 per cent wood pulp, on the average, and the 
usage for that purpose is quite considerable. In fact, one manufacturer 
of shoes has about 14 mills making leather board in which about 15 per 
cent wood pulp is used, for the manufacture of shoes. The tax should 
go, I believe, upon the finished product, but it should be based upon the 
tonnage involved in the manufacture rather than upon the other 
articles involved in the manufacture. Otherwise, you will be striking 
something else that might not need striking, with a tax 

Senator Walsh of Massachusetts. Have you said all that you de- 
sire to on the matter of taxes ? 

Mr. Snyder. I do not believe there is anything else. Senator Walsh, 
that I think of. 

Senator Walsh of Massachusetts. What other phases of this sub- 
ject would you like to discuss ? 

Mr. Snyder. I do not believe I have anything further to add. 

Senator Walsh of Massachusetts. Have you any recommendation 
to make . to us, urging upon Congress the desirability of reviewing 
those agreements made by the Attorney GeneraPs Department with 
the manufacturers with the view of compelling exact performance by 
them ? 

Mr. Snyder. I believe that would be a dangerous proposition, 
Senator Walsh, for this reason : That anything we do now to antagonize 



132 NEWSPRINT PAPER INDUSTRY. 

Canada^ and the greater number of these companies are in Canada — 
seven of them are Canadian mills and only three of the companies are 
United States concerns — ^is likely, on account of the world-wide usage, 
to cause Canada to develop overseas trade, and there is a demand 
right now. There are overseas men in the Canadian market trying 
to buy paper and pulp. It is likely to cut off our supply from 
Canada, and if our supply from Canada is cut off, we are in much 
worse fix than we are now. And anything which is likely to create 
antagonism along those lines is a very dangerous proposition under 
the present situation. 

There is one temporary proposition that I have ,been somewhat in 
favor of, in a way. It woula probably have a beneficial effect, but 
. it would probably have some limitations. That is, to put the sfnall 
publisher upon a competitive basis with the bigger brother, the big 
publisher. That seems to be one of the crying faults in the whole 
situation, that the little publisher is having to pay more even than 
15 cents a pound for paper while the big publisher only pays 5. There 
^ have been a couple of bills already introduced in the House along that 
line. That is, for the Government to virtually underwrite the small 
publisher, standing for him financially in a way, and in a way not. 

The Government for its own use would have a buying organization 
to buy newsprint, and at the same time buy sufficient to resell to any 
small publisher that is out of paper, so as to save him from suspen- 
sion ; and resell it at only a sufficient advance to maintain the selling 
agency. , 

There has been a good deal of criticism in regard to the Government 
going into business, but this seems to be a situation in which a greater 
number of pubUshers are getting the worst end of the deal and a few 
big fellows are benefited. 

Senator Walsh of Massachusetts. In other words, you think that, 
so far as the Government is concerned, and the demands for the 
usage of newsprint paper, that a situation exists which would per- 
haps justify the Government in departing from its usual policy and 
establishing a newspaper manufacturing plant in the same manner 
and for the same reasons that it established a short time ago a 
steel manufacturing plant. 

Mr. Snyder. Exactly. 

Senator Walsh of Massachusetts. If that was done by the Gov- 
ernment for its own usage, it could doubtless sell users of newsprint 
paper a supply sufficient to take care of them during this temporary 
emergency. 

Mr. Snyder. Yes, and at a price which would enable them to 
stay in business. 

Senator Walsh of Massachusetts. There would, of course, be con- 
siderable delay in getting such a plant in operation and getting it 
in condition to produce. 

Mr. Snyder. I do not know whether you have seen the bill intro- 
duced by Representative Barclay or not, but he authorized the War 
Finance Board, in his bill, to buy paper and resell to the small pub- 
lisher; and Representative McKinley, of Illinois, introduced a bill 
creating an agency in Chicago for that purpose. That is, to have its 
headquarters in Chicago. There seems to be a precedent for such 
procedure, because in the War Department and in the Navy Depart- 
ment they operate retail stores; in other words, the canteens which 
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resell the products which they buy, resell to the soldiers and the 
sailors for their personal benefit, and in order to get rid of the surplus 
the Government has thro^vn open the doors particularly to the 
public in the resale of war products. 

Senator Walsh of Massachusetts. Have you anything else? 

Mr. Snyder. I do not think of anything else. Senator. By the 
way, I want to read you that article about which I was speaking 
informally. 

Senator Walsh of Massachusetts. You call attention to an article 
appearing in a wceldy magazine called The Price Current, dated 
May 1 of this year. That article is as follows: 

1919 'S ADVERTISING FIGURES. 

The volume of national newspaper advertising last year reached $150,000,000, 
according* to the annual report of the Bureau of Advertising, American Newspaper- 
Publishers' Association, submitted yesterday. The committee in charge of the bureau 
holds its annual meeting prior to lie annual convention of the association to-morrow. 

The average increase in national advertising among members of the bureau during 
the year was estimated at 70 per cent in the report. The increase, the bureau says, 
seems to have been bounded only by the scarcity of paper. 

The bureau reported that departments of the United States had spent from $1,675,- 
000 to $2,000,000 in newspaper advertising, and that rsdlroad advertising in large 
volume would appear in the summer. It announced that a committee of the Natioiud 
Electric Light Association would rei>ort a plan at the next convention in favor of 
greatly increased newspaper advertising. 

Mr. Snyder. I would also like to call to your attention that the 
domestic consumption of standard news by metropolitan dailies 
using at least between one-half and three-fourths of a million tons 
annually, increased more than 14 per cent for the year 1919 over 
the year 1918. On the same basis of consumption, the increase in 
the tonnage used during the first quarter for 1920 amounted to more 
than 21 per cent over the first quarter of 1919 and more than 28 
per cent over the first quarter of 1918. 

There is one other thing I would like to point out in regard to the 
cost to the small publisher at this time. The small publisher, in 
view of the fact that he has never been accustomed to buying on 
contract, has not been able to contract for paper, and is forced into 
the open market. The price that he is paying for paper now ranges 
as high as 15 cents a pound, as against 5 cents a pound, based on the 
contract. But this in every case does not represent the margin 
between the contract price and the cost to the small publisher for 
this reason, that a great deal of the tonnage that is going on the 
open market is heavier paper than the 32-pound paper stated in 
the manufacturers' contracts, and that each pound increase in weight 
over 32 pounds represents about one thirty-second increase in cost 
to the small publisher. 

Senator Walsh of Massachusetts. Does it represent ai\ increased 
profit to the manufacturer of the heavier paper? 

Mr. Snyder. My understanding is that in a great many of the mills 
they can manufacture, say, a 34-pound paper and sell it for a 32-pound 
paper and still make more net profit than they would make on a 
32-pound paper, on account of the decrease in production cost. 
They have, • understand, less liability of a sheet tearing on the 
machine if they make a heavier paper, and that the value of the 
material which that 2 poimds would represent is more than offset 
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by the difference in operating cost which it takes to make that heavier 
weight paper. 

I have been informed that there are very few of the publishers 
that have contracts that are really getting 32-pound paper, that 
most of it is running 34 pounds. There is always a leeway of 2 J per 
cent each way. 

Senator Walsh of Massachusetts. Which, to repeat, represents an 
increased profit to the manufacturer and an increase in cost to the 
publisher? . 

Mr. Snyder. And at the same time widens the margin between 
derhand and supply, for the reason it is using up the tonnage of 
pulp without the publisher getting the surface that he has been 
getting before. 

There is one other point I have been thinking of that is pertinent 
in this connection. I do not know how it would work jout. It 
comes under the taxing proposition. It would apply to newsprint 
as well as all other business transactions, and would tend to my mind 
as an economical proposition to stabilize all industries. And that is, 
to fix a limit of the net profit that can be made upon a transaction. 
Fix it at a 100 per cent, if you wish, and cut out the wildcat speculat- 
ing, because lots of people will jump into a proposition that have 
nothing to lose and everything to gain, because they can make a 
thousand per cent net profit, it unsettles business in every instance 
when those things occur. 

I do not believe I have anything else. Senator. 

Senator Walsh of Massachusetts. Your belief is, in view of your 
experience, gained from your connection with the department, that 
sooner or later we have got to come to such a restriction as that ? 

Mr. Snyder. The tendency has been in the last few years toward 
centralization, and I have not been able to see any way to disintegrate 
these combinations that are being formed unless the Government 
does something along those lines. There ought to be some way to 
give the little fellow a comparable chance with the big fellow. I 
nave not been able to really see clearly in my own mind how it can 
be done individually. We certainly are not drifting toward that 
end privately. In all industries there are so many things that dove- 
tail- into everything else, it is like the shifting of wood pulp into 
other grades if the market becomes undesirable; they shift over and 
manufacture something else where the market would be more desir- 
able. It is very difficult to regulate unless you go clear down to the 
bottom of everything involved in the proposition. 

(Thereupon, at 4.45 o'clock p. m., the committee adjourned until 
to-morrow, Saturday, May 8, 1920, at 11 o'clock a. m.) 
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SATURDAY, MAY 8, 1920. 

United States Senate, 
Subcommittee on Manufactures, 

Washington^ D. C. 

The subcommittee met pursuant to adjoumment at 11 o'clock 
a. m.y in the committee room, Capitol, Senator James A. Reed 
(chairman) presiding. 

Present: Senators McNary and Walsh of Massachusetts. 

STATEMENT OF MR. S. L. WILLSON— Eesumed. 

The Chairman. Mr. Wilson, I was not here yesterday when you 
testified and I have been unable up to the present time to get a 
transcript of your testimony, so I may go over some of the ground 
you have been over. Is the Graham Paper Co. a corporation or a 
partnership ? 

Mr. WiLLSON. A corporation. 

The Chairman. What is its capital stock? 

Mr. WiLLSON. $1,000,000. 

The Chairman. How long has it been $1,000,000? 

Mr. WiLLSON. Since 1904. 

The Chairman. What is its surplus ? 

Mr. WiLLSON. Roughly I should say its surplus is about $2,000,000. 

The Chairman. How long has it been $2,000,000 ? 

Mr. WiLLSON. It has been gradually increasing from year to year. 
We have left a surplus in there to conduct the business. We do a 
large business, mucn larger than the capital in itself would justifv. 

The Chairman. Are you sure it is not more than $2,000,000 to-day ? 

Mr. WiLLSON. I can be approximately correct. I would say this: 
Let me explain that the capital stock is composed of $500,000 pre- 
ferred and^ $500,000 common. The value of the common to-day 
which will indicate the surplus, is around 400. 

The Chairman. What does the preferred pay? 

Mr. WiLLSON. Seven per cent. 

The Chairman. How long has the common been worth 400? 

Mr. WiLLSON. Since the last inventory. 

The Chairman. When was that? 

Mr. WiLLSON. The 1st of January. It is taken semiannually. 

The Chairman. January of this year? 

Mr. WiLLSON. January of this year; yes. 

The Chairman. January it went to 400. That is the book value? 

Mr. WiLLSON. The book value, yes. 

The Chairman. Or is it the market value ? 

Mr. WiLLSON. It is the book value. 

The Chairman. What was it January a year ago? 

135 
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Mr. WiLLSON. I think approximately the same. 

The Chairman. A year ago? 

Mr. WiLLSON. Yes. 

The Chairman. Have not the profits of your company been very 
large the last year? 

Mr. WiLLSON. Yes, sir; they have. They have been very satis- 
factory. 

The Chairman. Of course, you pay the 7 per cent dividend on the 
$500,000 of preferred stock? 

Mr. WiLLSON. Yes. 

The Chairman. What dividends have been paid on the common 
stock ? 

Mr. WiLLSON. Senator, I would like to ask if this testimony is 
necessary. Of course, if it is I would be glad to give it. 

The Chairman. Yes; it is very necessary. 

Mr. WiLLSON. It really has nothing to do with the newsprint end 
of it. I can give you the profits on the sale of newsprint, if you 
would like to have it. 

The Chairman. I do not know any way that we can get at it from 
a single angle. 

Mr. WiLLSON. 1 understood the investigation was with reference 
to newsprint. WhUe the profits would appear large, it is e.asUy 
explained if understood. For instance, we do over $20,000,000 
worth of business, which is ten times the capital, or twenty times the 
common stock. 

The Chairman. Exactly. 

Senator McNary. Based upon the common stock, $500,000, would 
show a tremendous profit. So the actual money used is considerably 
more than the capital stock. 

Mr. WiLLSON. The actual money used, yes, the capital stock and 
the surplus, of course. 

Senator McNary. That would be only 2i million. You borrow 
large sums of money ? 

Mr. WiLLSON. At times we borrow quite a bit. 

The Chairman. Coming back to this other question, what dividends 
have been paid on common stock this last year ? 

Mr. WiLLSON. I think 60 per cent. 

The Chairman. How often are the dividends paid ? 

Mr. WiLLSON. Semiannually. 

The Chairman. When is t,he next dividend due ? 

Mr. WiLLSON. In August. 

The Chairman. The dividends then are paid on the 1st of January 
and the 1st of Aigust? 

Mr. WiLLSON. The 1st of February and the 1st of August. 

The Chairman. What was the dividend paid on the common stock 
last year ? 

Mr. WiLLSON. Senator, is it necessary for me to answer that ques- 
tion? 

The Chairman. I think so. 

Mr. WiLLSON. I would like to know if it is necessary, because it 
seems to me it has nothing to do with the investigation of newsprint. 

The Chairman. Oh, yes, it has. 

Mr. WiLLSON. It looks like going into a business which has no 
reference to the newsprint end of it. 
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The Chairman. Yes, it has reference to it, because you have 
handled newsprint paper and you handle other paper. 
• Mr. WiLLSON. I am prepared to give you ample figures on the sales 
and profits of newsprint. 

The Chairman. Exactly, but that is your conclusion. The com- 
mittee wants the facts so that it can draw its own conclusions. 

Mr. WiLLSON. Am I compelled to answer the question ? 

The Chairman. I think so. 

Mr. WiLLSON. Well, am I, Senator ? Can I refuse to answer it ? 

The Chairman. You can at your peril, of course. I do not want to 
extort testimony that way. We have not had to do it with ianybody 
else. We are trying to find out the causes of these prices. 

Mr. WiLLSON. Yes. 

The Chairman. And a part of the causes rests in the question of 
profits. We are not treating you differently than we are treating 
other people. 

Mr. WiLLSON. I understood the investigation was on newsprint. 
As I say, I can give you the actual figures on that. 

The Chairman^ Oh, yes; but ^^our conclusion and ours might not 
agree. I aih going to ask you this, and I am going to follow it then 
with certain other questions, which we have been asking generally of 
others, and we have not thus far given to the public any of these 
statements. 

Mr. WiLLSON. Mind you. Senator, I am not averse to giving it, but 
I do not want to give a lot of unnecessary figures with reference to our 
business. Most any business is more or less of a private nature. As 
I say, I can give it to you on the newsprint end, and of course if I have 
to I can give it to you on the whole. 

The Chairman. 1 am going to ask you to do it. 

Mr. WiLLSON. Yes; all right. I think there were two dividends of 
60 per cent paid. 

The Chairman. In your fiscal year of 1900 and what? 

Mr. WiLLSON; Covering the year 1919. 

Senator McNary. Does that mean 30 per cent each dividend or 60 
each time and 120 for the year? 

Mr. WiLLSON. 120 for the year. That -applies to the common 
stock, of course. 

The Chairman. That means the fiscal year beginning the 1st of 
February, 1919, and ending the 1st of February, 1920 ? 

Mr. WiLLSON. The fiscal year runs from January to January. 

The Chairman. Very well. Then you mean the fiscal year begin- 
ning the 1st of January, 1919, and ending the 1st of January, 1920? 
That is what you declared the two dividends in ? 

Mr. WiLLSON. Yes. 

The Chairman. How was it with the year beginning the 1st of 
January, 1918, and ending the 1st of January^ 1919? 

Mr. WiLLSON. I think that is the same. 1 do not recall just the 
figure, but I think practically the same. It might have been more 
or it might have been less, I think though not more. I think one 
dividend was 30 and another 60 — the year before. 

The Chairman. How was it prior to that — the year 1917 ? 

Mr. WiLLSON. That I do not recall. 

The Chairman. Was it about as large? 
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Mr. WiLLSON. I think 1917 might have been around there. I 
don't know. 

The Chairman. How about 1916 ? 

Mr. WiLLSON. For the year 1916, 1 think that was a busy year .too. 
That was the time paper was just advancing. I think that was ap- 
proximately the date. 

The Chairman. Two dividends of 60 per cent? 

Mr. WiLLSON. That is my recollection; somewhere around there. 

The Chairman. How about 1915 ? 

Mr. WiLLSON. In 1915 I think it was about 40 per cent for the 
year. 

The Chairman. 1914, now — I am getting back to before the war. 

Mr. WiLLSON. Before the war 

The Chairman. From January, 1914, to January, 1915. 

Mr. WiLLSON. I was going to make a general statement which 
would cover a .number of years back prior to the war. On the 
average, the earnings would be about 40 per cent on the Common 
stock. 

The Chairman. For a number of years ? 

Mr. WiLLSON. Yes; for a number of years. 

The Chairman. In the meantime you have been gradually in* 
creasing the surplus ? 

Mr. WiLLSON. Yes, sir. 

The Chairman. How much has the surplus increased since 1914 ? 

Mr. WiLLSON. Not very materially. We have been adding to the 
surplus since the company was reorganized on the basis of about 10 
per cent each dividend period; something like that. 

The Chairman. When was the company reorganized ? 

Mr. WiLLSON. About 1904. 

The Chairman. Is this stock all owned by citizens of the United 
States ? 

Mr. WiLLSON. It is; yes sir. 

The Chairman. You carry a stock of newsprint paper ? 

Mr. WiLLSON. Yes, sir. 

The Chairman. How large a stock do you ordinarily keep on hand ? 

Mr. WiLLSON. I should approximate it at about 200 or 250 tons. 
It is a moving stock; it may fluctuate. 

The Chairman. While you have such a stock on hand do you have 
contracts to be supplied by manufacturers ? 

Mr. WiLLSON. We do. 

The Chairman. Or dealers ? 

Mr. WiLLSON. Yes, sir. 

The Chairman. What is the aggregate of your contracts with mills 
for stock ? What were they for delivery during the year 1919 ? 

Mr. WiLLSON. Let me understand the question. Do you jnean 
contracts with mills to provide paper to come to St. Louis and to be 
handled there, or contracts made for direct shipments to the cus- 
tomers ? 

The Chairman. Both. I mean to cover the total of your contracts;. 
Mr. Willson, for paper during the year 1919, contracts that you had in 
advance. I do not mean a contract that you had for shipment 
to-morrow, but a contract that you had with a mill to furnish you a 
certain amount of paper during the year or during a period^of time. 
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Mr. WiLLSON. I would have to estimate that. I think possibly 
about 20,000 tons. 

The Chairman. Did you bring your contracts with you ! 

Mr. Wellson. No, sir. 

The Chairman. You were subpoenaed to bring them, were you not ? 

Mr. WnxsoN. The subpoena was issued upon Mr. Lewis. I was in 
the East, and I was wired to come here because of my more intimate 
knowledge of the newsprint end of it and the general nature of the 
business. 

The Chairman. It is very necessary for us to have those contracts, 
or copies of them. 

Senator McNary. Did you come down from New York ? 

Mr. Wellson. Yes, sir. 

Senator McNary. The subpoena was sent to St. Louis ? 

Mr. WiuLSON. Yes, sir. 

Senator McNary. To some member of the firm ? 

Mr. WiLLSON. Yes, sir. 

Senator McNary. You are a member of the firm, I think you said 
yesterday ? 

Mr. WiLLSON. Yes, sir; vice president. 

The Chairman. Do you think that the aggregate of your contracts, 
regular contracts, for the year 1919, was approximately 20,000 tons! 

Mr. WiLLSON. That would be my judgment now. We have about 
7,0Q0 or 8,000 tons, as I recall it, placed with the Great Northern 
Paper Co. We have some contracts placed with the Crown- Willam- 
ette. That is located at San Francisco. Their mills are up in Oregon 
and Washington. 

The Chairman. And with the Great Northern Paper Co. ? 

Mr. Wellson.' Yes. 

The Chairman. You had 8,000 tons with the Great Northern. 
Let us stop a moment there. That was a contract which you had 
made with them in writing for the delivery of that tonnage to you dur- 
ing the year 1919 ? 

Mr. WiLLSON. Let me explain. That 8,000 tons, which we will say 
is the correct figure, is divided uf5 into numerous smaller contracts, 
and covered tonnage ranging from, we will say, 1,000 to 2,500 tons 
for each individual publisher. 

The Chairman. That is to say, you made a contract with them 
for 8,000 tons, and then you had tnat paper delivered to a considerable 
number of consumers who made the contracts through you direct 
with the mill, they using the 8,000 tons or a part of the 8,000 tons, to 
bill those contracts. 

Mr. WiLLSON. It is not a block tonnage. We do not go to the 
Great Northern and buy 8,000 tons of paper. For instance, let us 
take the Houston Post as an example. They would use perhaps 2,500 
tons of paper. We make a contract with the Great Northern to sup- 
ply the paper for the use of the Post, the Great Northern making us a 
price, as I recall it, of 4^ cents a pound, and we are selling it to the 
Houston Post at 4.65. 

The Chairman. You send the paper to the Houston Post; they 
send the money to you; the manufacturer would send the bill to you, 
and. you pay 'the manufacturer? 
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Mr. WiLLSON. We practically buy the paper from the Great North- 
ern for the Houston Post. We can not make a contract with the 
Houston Post until we have secured the paper from the Great North- 
ern, or arranged for it. 

The Chairman. So all of the paper that you dealt with the Great 
Northern for, and whicli aggregated approximately 8,000 tons, was 
consumed or absorbed by tnese contracts of the character you used in 
your illustration, naming the Houston Post. 

Mr. WiLLSON. Every pound of it. 

Senator Walsh. Let me ask you right there, did you have one 
written contract for 8,000 ? 

Mr. WiLLSON. Oh, no; they were separate contracts in each case. 

Senator Walsh. They are all separate contracts ? 

Mr. WiLLSON. All separate contracts, yes. 

Senator Walsh. And they all amounted to 8,000 tons ? 

Mr. WiLLSON. Yes." 

The Chairman. Let us come to the Crown- Willamette Co. How 
much was the tonnage that you contracted with them for ? 

Mr. WiLLSON. We have several Salt Lake contracts. I do not 
recall just the tonnage there. I should say maybe 5,000 tons. 

The Chairman. Was that 5,000 tons absorbed in the same way that 
the 8,000 tons was; that is, through contracts that you made with the 
consumers of paper and which you made directly with the Crown- 
Willamette Co. ? 

Mr. WiLLSON. Absolutely. 

The Chairman. The two that you have now given us cover 
13,000 tons in the aggregate. From what other mills were you 
buying ? 

Mr. WiLLSON. I think we have a small contract with the Henne- 
pin Papet Co. 

The Chairman. What does that aggregate? 

Mr. WiLLSON. That is a small contract, maybe only 200 or 300 
tons. 

The Chairman. Is the paper you get from the Hennepin Paper 
Co. absorbed by contracts similar to those you have just stated? 

Mr. WiLLSON. Absolutely, yes. 

The Chairman. What is the next one ? 

Mr. WiLLSON. We possibly have a few contracts with the Finch- 
Pruvne Co. at Glen Falls. 

The Chairman. Do you kilow whether you have or not ? 

Mr. WiLLSON. Yes, we have some small contracts. I can not 
enumerate them but they are not large. 

The ChairmanT. Is all the paper vou get from the Finch-Pruyn 
Co. covered by contracts similar to those yon have named ? 

Mr. WiLLSON. We may buy an occasional car of sheets, per- 
haps, or rolls, but all of these contracts that we have had ourselves 
with publishers are contracts with the mill by separate contracts; 
in other words, we have no block tonnage of any character. 

The Chairman. What do you pay the Crown- Willamette Co. ? 

Mr. WiLLSON. Some of those contracts may be at a very low 
figure. I do not recall whether the old contracts are in existence 
now or not. They formerly made contracts covering a five-year 
period, and some of those may be unexpired yet. Tne price as I 
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recall was around 3^ cents, although I may be wrong on that. I 
can give you those figures without any question. 

The Chairman. You will send them to us ? 

Mr. WiLLSON. Yes, I will be very glad to. 

The Chairman. You sold that paper or turned it over to the 
customers by this contractual plan that you had ? 

Mr. Willson. Yes. 

The Chairman. At how much ? 

Mr. Willson. From 3 to 5 per cent. 

The Chairman. Advance ? 

Mr. Willson. Advance, yes. For instance, take in the case of 
the Great Northern, we buy that at 4J and sell it at 4.65, which is 
very small, you can see. 

The Chairman. Let us come to the Hennepin Paper Co. What 
is your contract price there ? 

Mr. Willson. I think we have only one contract with them. It 
is for a Dakota publisher. That price is changed every three months 
and has been aavanced along witn the market. 

The Chairman. What is it now ? 

Mr. Willson. As I recall it it is six and something, 6i or some- 
thing like that. 

Senator Walsh. By the way, may I interrupt you a moment, 
Senator ? 

The Chairman. Yes. 

Senator Walsh. It has appeared here from all of these witnesses 
that the contracts made by all the manufacturers are exactly iden- 
tical, almost to an extent showing collusion. Just along tne line 
that this gentleman has said, they all have that clause in it, that 
every three months they can readjust the "price. Is not that 
correct ? 

Mr. Willson. That is not so in our case, under the Great North- 
ern, which is a fixed contract covering the entire period. 

Senator Walsh. That is an . exception. But almost uniformly 
the contracts of all these manufacturers provide the same terms 
and conditions; that is true, is it not? 

Mr. Willson. With the Crown Willamette I think it is not. I 
think theirs is a firm price. 

Senator Walsh. There are exceptions, but I am speaking gener- 
ally. Is not the contract you get from every manufacturer prac- 
tically identical, when you go to buy paper ? 

Mr. Willson. I think they have a form that is almost identical, 

Senator Walsh. Why do you hesitate about giving an answer to 
that? Is not that true? There are exceptions to it, but is not their 
form identical? 

Mr. Willson. Yes; they use a stated form; I think that is thf^ 
case. 

Senator Walsh. Why could you not have answered that at the 
outset, instead of naming exceptions to me. 

The Chairman. Let us go to the Finch-Pruyn Co. now. But 
before I get to that, you sell the paper that you get from the Henne- 
pin Co. in the same manner, through these contracts. How much is 
the advance? 
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Mr. WiLLSON. I think in the case of the Hennepin Paper Co. the 
advance is 25 cents a hundred. 

The Chairman. Is that a regular newsprint paper or is it some- 
thing a little superior? 

Mr. WiLLsoN. It is regular newsprint paper; yes. 

The Chairman. Let us take now tlie Finch-Pruyn Co. How long 
have you been dealing with them ? 

Mr. WiLLSON. Oh, I guess ever since they have been in business. 

The Chairman. How long is that ? 

Mr. WiLLSON. But our business is limited. I am speaking now 
from my knowledge of the buying end. I have been in business for 
one end of it for afcout 12 years and I know we have been dealing 
with them- for that period. 

The Chairman. What is the price you got from them before this 
last sharp rise? Let us say the price in 1918. 

Mr. WiLLSON. Before 1918? 

The Chairman. No, during 1918. 

Mr. WiLLsoN. I would not like to testify from memory on that. 
I can give it to you accurately, if you wish. 

The Chairman. What was the price in 1919 ? 

Mr. WiLLSON. That is a changeable price. 

The Chairman. What was it before the 1st of January of this 
year, for the last quarter of 1919 

Mr. WiLLSON. My recollection is, around 6 cents. 

The Chairman. They were higher than some of the mills ? 

Mr. WiLLSON. Yes; I beUeve thfey were, higher than the Great 
Northern or the International. 

The Chairman. How much did you get from them, do you know ? 

Mr. WiLLSON. Just a limited tonnage. 

The Chairman. What is it, about ? 

Mr. WiLLSON. Probably not over 500 tons, covering small con- 
tracts. 

The Chairman. Have you bought any paper from any other mills, 
during last year ? 

Mr. WiLLSON. Oh, yes; we bought from a good many mills. 

The Chairman. Do these four concerns cover your regular con- 
tracts ? 

Mr. WiLLSON. Practically so; yes. 

The Chairman. Now, then, you buy from other mills ? 

Mr. WiLLSON. Oh, yes. 

The Chairman. From what mills do you buy ? 

Mr. WiLLSON. The Nekoosa Paper Co. 

The Chairman. Where is that ? 

Mr. WiLLSON. They are at Port Edwards, Wis. 

The Chairman. Do you have any contract with them at allj oral 
©r wi itten ? 

Mr. WiLLSON. We may have some little contracts, but as a rule 
the Daner we buy from them is current tonnage. 

The Chairman. How much have you bought from them during 
the last 12 months? 

Mr. WiLLSON. Approximatelv 100 tons a month; say 1,200 tons. 

The Chairman. How much have yoa paid for it ? 

Mr. WiLLSON. The charge would vary according to the market. 
They have not been as high as the current market by any ^eans. 
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We buy principally sheet paper from them for the smaller publishers, 
and they have been extremely sensible in the prices they nave been 
making. 

The Chairman. But that does not quite answer my question. 

Mr. WiLLsoN. I would say around 3 cents and 3 J. 

The Chairman. During the last 12 months? 

Mr. WiLLSON. Covering the whole period it possibly has ranged 
from 5i to 7i and 7|. 

The Chairman. Can you give us accurate figures on that when 
you get your books ? 

Mr. WiLLsoN. Oh, yes. 

The Chairman. Five and one-half to 7 and they are still delivering 
you at 7 ? 

Mr. WiLLSON. About 7f , as i recall, is the last price from them. 

The Chairman. .What do you do with that paper ? How do you 
handle or deal with those people ? You get 1 00 tons a month from 
them. Where does it go? 

Mr. WiLLSON. It may be an individual car shipped direct to a 
publisher; it may cover stock brought to St. Louis and dealt off in 
small doses to different publishers. 

The Chairman. So that is one of the sources of your supply that 
you keep on hand — paper from this mill ? 

Mr. WiLLSON. Yes, sir. 

The Chairman. ] n your dealings .with the Nekoosa Co., if you 
dealt with a newspaper do you send their contract on and have a 
deal between that paper and the Nekoosa Co., or do you agree to 
furnish the publisher the paper and then order it from the factory 
and have it sent on to the newspaper? What is the method? 

Mr. WiLLSON. For instance, the Nekoosa Paper Co. would give 
us a price 30 days in advance for the succeeding month's tonnage. 
That enables us to go out and sell the paper. We go to the pub- 
lisher and make a sale on the price given us or the cost given us. 
We have, for instance, an order for a carload, and we sell it at a 
margin of profit over that cost. 

The Chairman. How much of a margin ? 

Mr. WiLLSON. Five per cent. 

The Chairman. Have you not gone above that in the last year ? 

Mr. WiLLSON. Since we agreed with the Federal Trade Commis- 
sion, or rather since they requested that profits be held down to 5 
per cent on carload business and not to exceed 1 5 per cent on store 
business, we have absolutely lived up to it. 

The Chairman. Suppose you got paper from this company, a 
hundred tons delivered at your warehouse — — 

Mr. WiLLSON. Yes. 

The Chairman. At 5^ cents? 

Mr. WiLLSON. Yes. 

The Chairman. And suppose that you also had in the warehouse 
paper that is priced at 6 or 7 cents ? 

Mr. WiLLSON. Yes. 

The Chairman. Did you average the prices together? 

Mr. WiLLSON. We did. 1 will give you an illustration of that. 
Only 10 days ago in St. Louis we got paper averaging from, say, 
7i cents up to 11 cents, of sheet news, for the caring of smaller 
publishers. We took those four cars and averaged the price. Then 
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we took the back orders, and we had plenty of them to take care of ^ 
and sold out that paper* on the average price per car. it did not 
go into the stock at all. We had the others to use that paper, all 
of it. That was since this typical condition. 

The Chairman. You sold it out at what price ? 

Mr. WiLLsoN. At the average price. 

The Chairman. Adding what profit ? 

Mr. WiLLsoN. it would depend on the size of the order, not to 
exceed 15 per cent in any case, and in most cases not over 10 per 
cent. 

The Chairman. The statements you have made will fairly cover 
the way you handle the paper from the Nekoosa Co. ? 

Mr. WiLLSON. Yes. 

The Chairman. From what other company have you bought ? 

Mr. WiLLSON. The Menasha Paper Co. 

The Chairman. Have you an oral contract or a written contract 
with them for paper? 

Mr. WiLLSON. Yes, an oral contract, 1 might say. They allot us. 
about 100 tons a month. 

The Chairman. How do they fix the price on that ? 

Mr. WiLLSON. J n the same way. 

The Chairman. Every three months? 

Mr. WiLLSON. No; 30 days. 

The Chairman. What prices. have you been paying them — going^ 
back now a year — for the last year ? 

Mr. WiLLSON. My recollection is ranging from 5^ to 8 and 9 maybe. 
I do not recall just that. We have paid as nigh as 11^ for sheet news. 

The Chairman. To this company ? 

Mr. WiLLSON. No. 

The Chairman. I want to stick to this company. 

Mr. WiLLSON. To the best of my recollection, not over 8 or Sj^ 
cents. 

The Chairman. Have you put the paper that came from them inta 
your stock, or taken a part of it into stock, and disposed of part of it 
so that it was hauled directly from the mill ? 

Mr. WiLLSON. Part in stock and part direct. 

The Chairman. When you sold direct what profit did you make ? 

Mr. WiLLSON. 5 per cent. 

The Chairman. And wheli you put it in your warehouse, what 
profit did you make. • 

Mr. WiLLSON. The record will show not to exceed 11 per cent on 
any of it, on the entire sales. 

The Chairman. That is the average of the entire sales ? 

Mr. WiLLSON. Yes. 

The Chairman. What has been the range of your prices ? 

Mr. WiLLSON. It would run from, say, 7 cents to 11. I think the 
present price is around 11 cents for sheet news. 

The Chairman. And you are getting it at 8 cents ? 

Mr. WiLLSON. Perhaps one car at 8 cents. If we had only one car 
in at 8 cents we would add our 10 per cent to that and seU it on that 
basis. I do not think that is good merchandising. 

The Chairman. But you have been getting it at from 5^ to 8 cents, 
and you are selling some of that very paper now at 11 cents? 
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Mr. WiLLSON. No; I think you do not state the case exactly as it is. 

The Chairman. I am trying to state it as it is, and I want you 
to do so. 

Mr. WiLLSON. The paper bought at 5^ cents is not sold at 11 
cents. 

The Chairman. That paper which you got at 8, which you have 
named as the maximum price, you say you are selling some of it at 11. 

Mr. WiLLSON. But I stated that we had bought paper up as high 
as 11 cents, and we have sold it at 11 cents. 

The Chairman. But you have not bought at 11 cents from the 
Nekoosa Co. or the Menasha ? Let us sticK to this one company. 

Mr. WiLLSON. We can not stick to it if you want the proposition 
as you put it, on an average cost. For instance, we may get one car 
from the Nekoosa Co. and pay 7f . We may get one car from the 
Menasha Co. and pay 9 for it. We may get one car from the Emerson 
Paper Co. and pay 11 cents, and a car from somebody else at a dif- 
ferent price. They may all bunch in at the same time. If they come 
in together we average cars and sell on that basis plus a reasonable 
profit. 

The Chairman. Is your price now 11 cents ? 

Mr. WiLLSON. As 1 recall it, on the last four cars the selling price 
was about 11 cents. 

The Chairman. Did you pay 11 cents for the four cars? 

Mr. WiLLSON. No, sir. 

The Chairman. Did you pay more than 11 cents? 

Mr. WiLLSON. We are not selliDg it at cost. Some of it would show 
at cost and some a little profit and some a little larger profit. 

The Chairman. Did you pay more than 11 cents for any part? 

Mr. WiLLSON. I thiuK 11 and IIJ^, as I recall it. 

The Chairman. From whom did you get that ? 

Mr. WiLLsoN. I think we bought a car from the Parsons Paper Co., 
or the Pejepscot Paper Co. as it is now called. 

The Chairman. Are they manufacturers ? 

Mr. WiLLSON. Yes, sir. 

The Chairman. How long have you been dealiog with them ? 

Mr. WiLLSON, I guess 30 years. 

The Chairman. What were they seUmg you paper for during the 
year 1917? 

Mr. WiLLSON. I think in 1917 the general price of paper — I would 
not be specific about that j)articular mill — ^was around 5^ and 6 cents. 

The Chairman. What did you pay them during 1919? 

Mr. WiLLSON. The last few years we have not bought very much of 
them, and it would be simply a guess. It would depend on the market, 
whatever that was. 

Senator Walsh. Three or four cents ? 

Mr. WiLLSON. In what year ? 

Senator Walsh. The past year. 

Mr. WiLLSON. No ; it did not get down that low. Senator. 

Senator Walsh. What is that ? 

Mr. WiLLSON. It did not get down that low, not for current orders. 

The Chairman. You did not have any contracts with them, did 
you? 

Mr. WiLLSON. No; we had no contract with them. We would just 
buy an occasional car. 

1498S— 20 10 
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Senator Walsh. Here is the Acker Paper Sales Co. that paid 3 and 
4 cents during the year 1919. 

The Chairman. How much paper have you bought from this com- 
pany during 1919? 

Mr. WiLLSON. A very few cars. We used to do a very large busi- 
ness with them when we handled their paper for the Texas pub- 
lishers. We have a very large Texas business and we formerly 
had it through the Parsons Paper Co., or the Pejepscot Co., as it is 
now called, but on account of the territory they decided to give it up, 
and we switched from them to the Great Northern, so that our busi- 
ness is very limited now. 

The Chairman. What have you paid them the last year ? 

Mr. WiLLSON. My recollection is for the last few cars we bought 
from them of sheet news we paid from 11 to IH cents. 

The Chairman. The same kind of paper that you used to get for 
3 and 4 cents? 

Mr. WiLLSON. Oh, yes; the same grade, exactly. 

The Chairman. Is it not true there must have been some large 
profiteering there on the part of that company? Is not that an 
inevitable conclusion ? 

Mr. WiLLSON. There was no doubt a profit there; yes. 

The Chairman. And a very excessive profit ? 

Mr. WiLLSON. It must be a very unusual profit. I will put it that 
way. 

The Chairman. At the very time you got that paper from them 
and had to pay them 11 cents, you were getting paper from other 
companies for 7 and 8 cents, were you not ? 

Mr. WiLLSON. We had orders in at those prices; yes. 

The Cqairman. You had orders in and you got them supplied, did 
you not? 

Mr. WiLLSON. Yes; I think we filled them. Yes; we recently got 
in paper as low as 7|, I am sure. 

The Chairman. How recently ? 

Mr. WiLLSON. In the last three weeks ? 

The Chairman. From what company ? 

Mr. WiLLSON. The Nekoosa Co. ? 

The Chairman, From what other companies have you bought ? 

Mr. WiLLSON. 1 think we bought from the Wisconsin Pulp & Paper 
Co. 

The Chairman. How long have you dealt with them ? 

Mr. WiLLSON. Fifteen or twenty years, that I know of. 

The Chairman. What were their prices on paper in 1917 and 1918 ? 
Were they about the same as generally charged? 

Mr. WiLLSON. Yes, sir; they ran about the same. 

The Chairman. Do you have any kind of contract or arrangement 
or understanding with them as to the amount of paper they are to sell 
you? 

Mr. WiLLSON. No. 

The Chairman. You just go in and buy when you want to ? 

Mr. WiLLSON. We had an arrangement in 1916 oi^ 1917 giving us, 
say, 100 tons a month. But now the tonnage we get is just occa- 
sional. 

The Chairman. What did you have to pay that company this year, 
for the first three months of 1920 ? 
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Mr. WiLLSON. I do not think we have paid over 7^ and 7f . They 
have been very reasonable in their price, and they seem to feel that 
these hi?h prices are too high. 

The &AIRMAN. You think that, don^t you? 

Mr. WiLLSON. Absolutely, yes. Senator. I do not think there is 
any question about it. When you pay 12, 13, and 14 cents for paper, 
it is ridiculous, you know. . 

The Chairman. How much have you handled of their paper this 
year? 

Mr. WiLLSON. Just a few cars. 

The Chairman. I suppose you bought all you could at those 
prices ? 

Mr. WiLLSON. Absolutely. I have been scouring the country for 
paper. 

The Chairman. I think I 'can abbreviate this examination. We 
asked in our subpoena for your contracts, and we called for your 
price, from whom the paper was purchased, to whom sold, the price 
at which bought and the price at which sold. We have had tables 
furnished us by most or many of the dealers who have been here. 
And I see no way to get this in condensed form except to ask you 
to prepare and send us such a table. 

Mr. WiLLSON. Covering what period? 

The Chairman. We particularly want the period of last year. 

Mr. WiLLSON. For the whole year of 1919? 

The Chairman. The last twelve months, beginning with the 1st 
of January, 1919, and running up as near to the present time as 
your books will permit. I suppose it will be a few days before you 
can get that to us. 

Mr. WiLLSON. You understand what a difficult problem that is 
for us. We do not keep our newsprint tonnage segregated. It 
would necessitate going through all the files, beginning January, 
1919, and leafing over every order to find the sales of newsprint. 

The Chairman. I expect it will be some job, but we are imder- 
taking a large job in trying to relieve you all — newspaper dealers, 
newspaper manufacturers, and publishers. 

Mr. WiLLSON. I speak of this only in the matter of time, Senator. 
We are perfectly willing to do it and to get you any records you want. 

The Chairman. A few days time would do it, would it not ? 

Mr. WiLLSON. Oh, my; no. We have 10,000 to 15,000 customers 
on our books. Sometimes there are a thousand charges a day to 
the various customers, taking the city sales and everything. 

I can do this easily: For instance, I can, knowing the names of 
the newsprint mills we buy from, get the purchases from thQgp mills, 
and I can get the sales where they were direct sales. But giving 
you these sales from stock would be a very difficult problem, i 
think, however, that since the first of the year we have made an 
attempt, anticipating, on account of these prices, the necessity of 
compiling such a record, to record every sale made out of stock and 
direct. 

The Chairman. That will cover these prices. We will be obliged 
if you will make us up such a table. 

Mr. WiLLSON. From the first of the year I can give it to you very 
accurately. 
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The Chairman. If you will make us up a table going back over 
the year as to your purchases, and then give us a table showibg 
your sales for the last three months, that, supplemented by yoUr 
testimony, I think will cover the casie. 

Have you bought from brokers? 

Mr. WiLLsoN. A little; yes. 

The Chairman. I want you to include in this table the brokers 
from whom you bought, and show us the same figures and the 
disposition of that paper. 

1 ou say that you nave been scouring the country trying to get 
paper. I suppose that was in order to supply the demands of your 
customers, the newspapers? 

Mr. WiLLsoN. Yes. 

The Chairman. What proportion of your business is the handling 
of ncT^rint paper? 

Mr. WiLLsON. About 8 per cent. 

The Chairman. 8 per cent? 

Mr. WiLLsoN. Yes, sir. 

The Chairman. The rest of it has been in other paper? 

Mr. Willson. Yes. 

Senator Walsh. What does that amount to in dollars and cents a 
year ? 

The Chairman. Yes; what would it amount to a year in dollars 
and cents ? 

Mr. WiLLSON. I can give you accurate figures on that now; I think 
I can. I can give you 1918, 1919, and the first three months of this 
year, if you like. 

The Chairman. Yes. 

Mr. Willson. In 1918 the direct sales were $1,900,000. Would 
you like the profits on those, too ? 

The Chairman. Yes. 

Senator McNary. That is newsprint ? 

Mr. Willson. Newsprint alone; yes, sir. Profit, $86,500. Store 
sales, $300,000; profit, $32,000. In 1919 the direct sales were 
$2,500,000; profit, $107,000. wStore sales, $390,000; profit, $43,000. 
In the first three months of 1920 the direct sales were $1,700,000; 
profit, $98,600; store sales, $160,000; profit, $18,000. 

The Chairman. When you say pront, is that net ? 

Mr. Willson. That is gross. 

The Chairman. Gross profit ? 

Mr. Willson. Gross profit, and the operating expenses would 
have to be deducted from that. 

The Chairman. Coming now to the other kind of paper that you 
earn", briefly what classes are they ^ 

Mr. Willson. Everything that is paper. It is wrapping paper, in 
which we do about $5,000,000 a year. We do about $2,500,^0 a 
year in book papers. We do about $2,500,000 in fine paper. We do 
aibout $1,500,000 in bag, in toilets and tissues, and fruit papers; in 
boards, from $2,000,000 to $3,000,000. 

The Chairman. How have the prices on these papers other than 
newsprint paper compared in their advance with the advance in the 
price of newsprint paper ? 

Mr. Willson. Thev have not been quite as radical, but they have 
been excessive, I will say. For instance, take an ordinary cheap 
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bond which is commonly used today, that we used to buy at 5 cents; 
it is selling at 16 and 17 cents to-day at cost. 

The Chairman. Bond paper ? 

Mr. WiLLSON. Yes. 

The Chairman. If I understand the term, that is a writing paper, 
high class ? 

Mr. WiLLsoN. Yes. 

The Chairman. How many employees are employed in the news- 
print department of this business ? 

Mr. WiLLsoN. The clerical force. 

Senator Walsh. The salesman force ? 

Mr. WiLLsoN. We have 120 salesmen. 

The Chairman. For the whole business ? 
. Mr. WiLLSON. For the whole business. 

Senator Walsh. You have no separate force. 

Mr. WiLLSON. They are not special salesmen. They carry the 
whole line. They will go in a small town and sell the publisher 50 
reams, or take a contract in the same town and work the wrapping 
trade or anything else that is paper. We have a billing paper as 
part of our bushiess, and that is quite a considerable factor. 

The Chairman. You have 120 salesmen on the road. How many 
people have you employed in your office force ? 

Mr. WiLLSON. About 400 or 500, but not in the office force. 
That means the men in the house getting out orders and things like 
that. We have a clerical force of about 150 to 175. 

The Chairman. The aggregate of your employes would be what — 
the total number of employes, of every kind ? 

Mr. WiLLSON. Around 600, I should think. 

The Chairman. Have their wages advanced anything like the 
advance in the price of print paper ? 

Mr. WiLLSON. They have advanced very considerably; yes. 

The Chairman. Have they advanced in any such proportion ? 

Mr. WiLLSON. No; not three to one or four to one. 

The Chairman. What has been the percentage of advance ? 

Mr. WiLLSON. I would say about 75 per cent. 

The Chairman. In the last year or since 1914 ? 

Mr. WiLLSON. In the last two years. 

The Chairman. In the last two years ? 

Mr. W1J.LSON. Yes, sir. Our company is very liberal; it has always 
been liberal with their salesmen. We believe it is a good investment 
to pay men very well, and we have a very satisfied lot of employees. 

The Chairman. I am only asking it for the general purposes of the 
inquiry, I am not complaming about the way you treat your em- 
ployees. What is the aggregate of your vear's business, say the 
year 1919 ? How much did you handle of all classes of paper ? 

Mr. WiLLSON. About $22,000,000. 

The Chairman. I think that is aU I wanted to ask. 

Senator Walsh. Whom do you consider in this country your com- 
petitors ? What other firms are they ? 

Mr. WiLLSON. In the jobbing business ? 

Senator Walsh. In tne jobbing business, doing the magnitude of 
the business you are doing ? 

Mr. WiLLSON. Speaking strictly of jobbers, thft pnp. thflt i<^ rq clo^a 
to us as any is the J. W. Sutler Paper Co. 
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Senator Walsh. Located where ? 

Mr. WiLLSON. Chicago. 

Senator Walsh. Outside of the jobbing business, whom do you 
consider your competitors ? 

Mr. WiLLSON. We have people like Binningham-Seaman, of New 
York and Chicago. They are very large dealers in paper, perhaps 
the largest in the country, but they do not do a jobbing business. 
They do a brokerage business. Their business — ^well, I do not know 
as it is proper for me to estimate what it is, but is it very large. 

Senator Walsh. What is that, please ? 

Mr. WiLLSON. I do not know as it is quite proper for me to esti- 
mate their business. 

Senator Walsh. No. 

Mr. WiLLSON. But I will say that it is larger than ours, quite con- 
siderably. 

Senator Walsh. Have you named them all, all the concerns, bro- 
kers and jobbers, that you consider competitors ? 

Mr. WiLLSON. Oh, no. 

Senator Walsh. I mean competitors on a large scale ? 

Mr. WiLLSON. There is the Whitaker Paper Co. of Ciiicinnati; 
the Bradley-Smith Co., of Chicago; the Carpenter Paper Co. of 
Omaha; the Zellerback Paper Co., of Chicago; Lake-Moffett & 
Town, San Francisco. 

Senator Walsh. That is sufficient. . One other question. What 
stock of newsprint paper have you at your warehouse now ? 

Mr. WiLLSON. I would say we had not over 50 to 75 tons at the 
very outside. We have not been able to keep any sheet stock at all. 

Senator Walsh. What is the highest price that you have pai#for 
any newsprint paper ? 

Mr. WiLLSON. My recollection is 13^ cents. 

Senator Walsh. What is the highest price you have sold it for? 

Mr. WiLLSON. 14. 

The Chairman. Have you any information to the effect that 
anybody has been going into the arket and buying large quantities 
of paper, which has seriously affected the market? 

Mr. WiLLSON. Not to my own knowledge, no. I have heard 
rumors, of course. 

The Chairman. I am going to ask you to state what those rumors 
are. It will not be printed in the record but I will ask the reporter 
to write it out as a private memorandum for the committee. 

(After an informal discussion.) 

Mr. WiLLSON. I suppose it has been called to your attention that 
these records have been furnished to the Federal Trade Commissidh 
during the past year? 

The Chairman. A good many of them have been furnished. 

Mr. WiLLSON. We have been supplying them from month to 
month, but we do not keep any copies of them; but I believe there 
is available to you at the Federal Trade Commission absolutely 
everything you nave asked for. 

The Chairman. We may have to ask them, but we would very 
much rather that you furnish the information to us, because they 
might not care to furnish it. 

(Thereupon, at 12.50 o'clock p. m., the committee adjourned uijtil 
Monday, May 10, 1920, at 10 o'clock a. m.) 
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(Private memo, for committee.) 

The Chairman. Tell us for om* private information what are the 
rumors you have heard. 

Mr. WiLLSON. This one I just heard yesterday where one publisher 
had authorized a broker to go out and buy a certain amount of ton- 
nage. 

Senator Walsh. 40,000 tons ? 

Mr. WiLLSON. That is larger than I heard. I heard it was 4,000; 
it may have been 40,000. Mjr information is only rumor, so I really 
do not like to give it. I got it at 4,000, Senator. 40,000 would be 
more like it, I should say. 

Senator Walsh. You could not do much cornering with 4,000. 
Who is that publisher? 

Mr. WiLLSON. That is a Chicago publisher. 

The Chairman. What is the name of the paper ? 

Mr. WiLLSON. The News, I think. 

The Chairman. Give us this. We just want to trace this up. 
We will go to them for our information. 

Mr. WiLLSON. I hesitate to give testimony 

The Chairman. You are not giving testimony; you are giving us 
rumor, and we are taking it as rumor. What have you heard about 
it in the trade ? It is the only way we can get at these things. 

Mr. WiLLSON. This man was authorized to go out and buy at any 
price, pay anything to get the paper. It was understood that the 
Hearst papers were very badly in need of tonnage, and this might 
not be very helpful to him if this tonnage could be corralled. That 
is about the size of it. 

The Chairman. Did this rumor convey to you the name of the 
man who was responsible for this? 

Mr. WiLLSON. Victor Lawson was the name given. I do not 
know Mr. Lawson. 

The Chairman. I understand. We are just getting this now as 
mere rumor. 

(Whereupon, the subcommittee adjourned subject to the call of the 
chairman.) 
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WEDNESDAY, MAY 12, 1920. 

United States Senate, 

SUBOOMMITTEE ON MaNXJFACJTURES, 

Washington^ Z). C. 

EXECUTIVE SESSION. 

The subcommittee convened in executive session at 3.05 p. m. 
STATEMENT OF JOHN E. GEFEALL— Continued. 

Mr. Gefeall. We are supplying a good many small publishers — 
partly supplying them through importation of news paper which 
came to this country from Scandinavia. 

Senator McNary. You want to address yourself simply to im- 
ported papers? 

Mr. Gefeall. . That is exactly it. You gentlemen asked me whether 
I know anything about profiteering and things of that sort. I told 
you people, and in the meantime we have in New York since my 
return, two calls from the same concern, who refused again to de- 
liver the paper which belongs to us and ultimately to certain con- 
sumers. I could name you four or five different newspapers. Our 
comptroller, Mr. Pratt, has records right here to prove what I am 
saying, namely, a certain concern has imported a good lot of paper 
which they sold to big merchants like ourselves, who in turn have 
taken care of their regular customers, which the domestic mills were 
not able to do. Instead of delivering this paper to us at 8 cents, 
which it was contracted for by us, and it was sold at between 8J and 
8 J to the various newspapers, they have refused to deliver that paper. 

Senator McNary. Senator Walsh, you were absent at this hear- 
ing, and the person whom he speaks of is Mr. Gottesman, and the 
company is known as the Hudson Trading Co., of New York. 

Senator Walsh. Did you send us in a letter since you came before? 

Mr. Gefeall. Yes. 

Senator Walsh. I think that letter resulted in your being asked to 
come again? 

Mr. Gefeall. That is correct. 

Senator Walsh. Now, let us have this clear. You contracted with 
an importing concern in New York for how many tons of paper? 

Mr. Gefeall. Something like 4,000 tons. 

Senator Walsh. That was coming to this country on a certain 
ship? 
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Mr. Gefeall. No ; on definite dates. 

Senator Walsh. What were those dates? 

Mr. Gefeall. January, February, March, April — every month a 
certain amount. 

Senator Walsh. Where were they coming from ? 

Mr. Gefeall. Scandinavia. 

Senator Walsh. What was the price in your contract? 

Mr. Gefeall. Eight cents. 

Senator Walsh. Was that a written contract ? 

Mr. Gefeall. That was a written contract. 

Senator Walsh.* Can you produce it, please ? 

Mr. Gefeall. Yes. 

Senator Walsh. Since this contract was made the spot-market 
price was increased in America, and when this paper actually landed 
in America and you asked for fulfillment of your contract, this con- 
cern charged you how much? 

Mr. Gefeall. This concern did not deliver it to us. 

Senator Walsh. What reason did they ^ive? 

Mr. Gefeall. Saying they could not deliver the paper, due to the 
fact that their concern had canceled the paper with them, due to 
conditions beyond their control — not explaining anything at all. 

Senator Walsh. After they gave you that information, you found 
that this same concern was entering into contracts with your cus- 
tomers ? 

Mr. Gefeall. Some. 

Senator Walsh. For what price? 

Mr. Gefeall. At the price of llj and 12J cents. 

Senator Walsh. And you have gone to those customers and seen 
the paper which they purchased ? 

Mr. Gefeall. I have letters from those customers and telegrams 
which were sent to them by the Hudson Paper Co. offering the paper 
in the very same sizes we had ordered, which they claimed they had 
never received. 

Senator Walsh. Have you been able to learn from any of your 
receipts or import permits that they have received paper similar to 
-what you contracted for? 

Mr. Gefeall. Yes, sir ; beyond a question of doubt. 

Senator Walsh. How i^uch have they received? 

Mr. Gefeall. Mr. Pratt caii answer that. 

Mr. Pratt. We have an affidavit here from a gentleman, Mr. Dev- 
crch, who was in the office of the El Progresso newspaper. 

Senator McNary. Give the reporter your name. 

Mr. Pratt. H. T. Pratt, comptroller. [Reading:] 

This is to certify that about 10 a, m., on May 7. I was in the office of the 
El Progresso newspaper, at 42 Elm Street 

Senator Walsh. What place? 
Mr. Pratt. New York City — 

standing at Mr. Hirst's desk about business matters, and in glancing on his 
^eek I noticed an invoice from the Hudson Trading Co., 18 Bast Forty-first 
Street, covering 70 rolls 54^ inch, 10 rolls 36i inch, and 25 rolls 72^ inch news- 
paper, at the price of 15^ cents dock. New York City, plus 15 cents for cartage. 

(Signed) M. Devebich. 

And sworn to before — do you want the notary public's name, etc. ? 
Senator MoNary. No. 
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Senator Walsh. Who is that man? 

Mr. Gefeall. He is with E. R. Mosher & Co., of New York, paper 
merchants. Those sizes mentioned are our sizes which we owe to 
various publications, which we have asked delivery of and which 
they claimed they never received and could not give it to us, but 
still they had received that very same paper and offered and sold it 
to El Progresso as a customer of ours. 

Mr. Pratt. Then on March 16 they offered to the Boston Ameri- 
can at Boston, subject to prior sale and immediate telegraphic ac- 
ceptance, 25 tons 72^ inch, 150 tons 36J inch, 35 tons 18J inch, ship- 
ment this month, 11 cents f. o. b. dock. New York, terms cash against 
railroad bill of lading ; act quickly, otherwise opportunity lost. 

Mr. Gefeall. That is a direct telegram sent by them— copy was 
sent to us. 

Senator McNary. What date? 

Mr. Gefeall. March 16. 

Senator McNary. In your testimony on page 63 you mention the 
same matter? 

Mr. Gefeall. Yes. 

Senator McNary. You say : " He sold his tonnage for 8 cents and 
then offered it to Mr. Westfall, of the Boston American, for 12J 
cents." 

Mr. Gefeall. That is another. There are two or three different 
offers, but this one of Mr. Westfall had a telegram from the Hudson 
Trading Co. That is the only testimony I gave here, because I 
wanted to give everything in writing. I wanted to prove everything. 
Here is a direct telegram Mr. Westfall sent me from Boston, of an 
offer from the Hudson Trading Co. in the sizes which we ordered. 
It says here f . o. b. dock. New York. 

Mr. Pratt. Under date of May 3, here is a copy of their letter 
to the Cincinnati Inquirer, copy made bv the Cincinnati Inquirer 
and sent to us, together with a telegram oi May 5. The letter reads : 

Hudson Trading Co., 
Neto York, N. Y., May 5, 1920. 

The Inquirer, Cincinnati^ Ohio, 

Gentlemen : We have on dock ready for immediate shipment Scandinavian 
Standard No. 1 newsprint paper ; bases 24 by 56, 32 pounds, 500 in the follow- 
ing: sizes : Approximately 150 tons 36^-1 nch rolls, 25 tons 54i-inch, 50 tons 18i- 
inch. 

Now, all of those dimensions are exactly as called for in our con- 
tract with these people — 

One hundred tons 66i-inch, 100 tons 33i-inch, 50 tons 55-inch. We shall be 
most pleased to quote you upon receipt of your definite inquiry stating the 
sizes and quantity in which you are interested. We urge your immediate 
action in this matter, since the tonnage is limited and is in great demand. 

Trusting that we may have the pleasure of receiving your telegraphic in- 
quiry, we remain. 

Yours, very truly, 

Hudson Trading Co., 
Per M. B. Perlman, Sales Department. 

When that letter was received in Cincinnati, they wired us under 
date of May 5 : 

Hudson Trading Co. offer under date May 3, 150 tons 36i-inch Swedish. Can 
not you get this paper for us under contract? 

W. F. Wiley, Inquirer, 
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Then we wrote to Mr. Wiley, of course, acknowledging that letter. 
Do you want this read in? 

Senator Walsh. Just the substance. 

Mr. Pratt. We wrote, acknowledging it, and requested that he 
send us the telegram or letter of Hudson Trading Co. offering them 
the 36^-inch Swedish paper, which he has done. 

Senator Walsh. Did you take it right up with the Hudson Trad- 
ing Co.? 

Mr. Pratt. We have not been in communication with them, except 
through correspondence. 

Mr. Gefeall. I can give you the reason for that. We are suing 
these people for breach of contract from month to month. 

Senator Walsh. Why do you not get an injunction against them? 

Mr. Gefeall. We can not, sir. 

Senator McNary. We are not an inquisitorial body. We have not 
the power of indictment. I would go to the district attorney. 

Senator Walsh. It would not do any good. 

Mr. Gefeall. We looked into that. 

Senator McNary. These people are in a lawsuit. We are not here 
to try any part of the defendant's case. We can only look at the 
curative end, and not the liability that exists between these people. 
Your case is a contractual situation. 

Mr. Gefeall. I am not presenting this to the committee to ask them 
to litigate it at all, 

Senator McNary. You are developing a record that I don't know 
what use we are going to make of it. 

Mr. Gefeall. Right here is my opinion, of course. We have put 
it in the hands of a very capable lawyer, but there are about five or 
six very small publications around the country 

Senator McNary. We have those facts. 

Mr. Gefeall. Don't you think. Senator, it is up to this com- 
mittee to see that the small newspapers get their paper, by getting 
Mr. Gottesman down here and ask him why he is profiteering? 

Senator McNary. Do you want us to develop facts for your case? 

Mr. Gefeall. No ; we get our money, sooner or later. 

Senator McNary. The owners of small newspapers were here 
and we have had their testimony. We are not here trying to perfect 
your lawsuit. We are here in a public capacity, and we are not 
getting any results by an inquirv of that kind at all. 

Mr. Gefeall. If you have the Hudson Trading Co. down here, 
offering this paper broadcast in the market, they would have to 
deliver it under contract to those small newspapers. 

Senator McNary. It is a question of fact. You are in court now 
to settle it. We can not make him deliver the paper. It takes too 
much of the aspect of a lawsuit. 

Mr. Pratt. Is it the function of this committee to establish the 
effect of profiteering on small deliveries ? 

Senator McNary. We have the testimony that he got it at 8 
cents. You refused to deliver 4,000 tons which he bought to sell and 
deliver at 8 cents. You refused to make delivery. A lawsuit is 
now pending and you are now trying to sell it at 12 and 14 cents 
per pound. 

Mr. Gefeall. Still you say you can not interfere, but you allow 
him to 
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Senator McNary. What are we going to do about it? 

Mr. Gefeall. You mean to say if the Government notifies him 
of its knowledge of this, he will continue this practice ? 

Senator McNahy. You testified here you were getting paper from 
transformed paper mills at 13 and 14 cents, and sat there and said 
it was all right for them to make 9 cents a pound, and justified it. 
You said it cost 5 cents a pound to manufacture paper. You said 
they were selling it at 14 cents and you were dealing with them. 
I said "Is that profiteering? " You said, "No; they are justified, 
because they didn't make money a few years ago." Those fellows 
are profiteering more than anybody else, and you are justifying 
them. 

Mr. Gefeall. They made straightforward sales. This man has 
made a sale at a certain price and gone back on it. 

Senator McNary. You get right back to your lawsuit again. You 
will find your testimony on page 59. 

Mr. Gefeall. Quite right ; it is all the same to me, if this is quite 
satisfactory. 

Senator McNary. You told us the other day about the nonde- 
livery — made it clear, and I am satisfied the fellow was profiteering. 
Senator Walsh told you we had no law. The idea is, and I join with 
him, to amend the Lever bill so as to include newsprint. We can 
not get him down here and tell him to make this delivery of your 
paper to the parties to whom you sold it. 

Sir. Gefeall. You had other people down h^re and asked why 
they were profiteering. You did not have him. 

Senator McNary. We have not had these people you mentioned 
justifying their making 9 cents a pound. We haven't had them down 
yet. 

Mr. Gefeall. They are manufacturers who are dealing on a 
straight basis, who make a straight sale. There is a man who has 
made a sale and has not lived up to it. 

Senator McNary. I have no doubt if you prove your case you can 
get damages from him. 

Senator Walsh. Do you know how many tons of newsprint paper 
he has imported since January 1 ? 

Mr. Gefeall. Yes ; I should say about 16,000. 

Senator Walsh. Do you know the highest price that he has sold 
any of that for ? 

Mr. Gefeall. I do not know, but I suppose around 13^ cents. I 
have no exact knowledge of it. 

Senator Walsh. Have you any affidavit or communication from 
customers of yours who have actually bought some of this paper ? 

Mr. Pratt. Yes ; we have one affidavit. 

Senator Walsh. You have the telegram from the Boston paper; 
you have the Cincinnati incident, but you have not beeh able to trace 
any actual purchase? 

Mr. Pratt. The sale to El Progress©. 

Senator Walsh. You haven't anything else ? 

Mr. Pratt. No. 

Mr. Gefeall. But he had ^ot rid of the paper. 

Senator Walsh. Do you know how much he bought this paper 
for? 

Mr. Gefeall. He has never paid any duty, so he must have bought 
it around 5 cents. 
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Senator McNary. What answer did he make to the complaint filed 
by you? 

Mr. Gefeall. Conditions beyond control, that is all. 

Senator McNart. That would be that he did not receive the paper? 

Mr. Gefeall. That is it. 

Senator McXary. The man has put himself in a sorry plight — ^not 
only liable in damages but to go to the penitentiary for the rest of his 
life. That kind of a defense, as you well know, is based upon one's 
inability to perform because of matters over which he has no conti'ol. 
Now, that is a very hard defense to make, unless you can absolutely 
prove it. He can not do that from your statement of facts. You say 
you can prove he has this paper on the dock at Xew York? 

Mr. Gefeall. The only excuse he made is that he bought other 
paper besides ours in those sizes — ^happened to be in the same sizes, 
do you see, or some such excuse — a great many excuses. Senator 
McXary, I think you misunderstand me. I am not here to ask you to 
recover any amount of money for me at all. 

Senator McXary. We could not, of course. 

Senator Walsh. Is there anything else you Avant to say? 

Mr. Gefeall. That is all. 

Senator McNary. I am very happy to bring this fellow down, if 
the committee wants him. 

Senator Walsh. Now, there is another matter you spoke Jtbout 
during recess. 

Mr. Gefeall. I said I would not like to make it public. 

(Discussion off the record.) 

Senator Walsh. Mr. Chairman, my attention has been called to the 
fact that there may be in possession of the Dennison, Pratt Co., of New 
York, an agreement or memorandum showing a contract for 4,000 tons 
of newsprint to be purchased by them for the Chicago Daily News 
at a price to them of $10 per ton in excess of what they paid to the 
manufacturer. This memorandum was claimed to have been seen 
by an outsider at the office of this broker in New York, about the 
middle of April. 

Senator McNary. What other companies, if any^ do you know 
that this fellow — the Hudson Trading Co. — has failed to deliver 
paper to, still under contract ? 

Mr. Pratt. D. S. Stern Co., 2722 Woolworth Building, New York 
City. 

Senator McNary. Have you got the tonnage? 

Mr. Pratt. No. 

Senator McNary. Or the dates? 

Mr. Pratt. No. 

Senator McNary. Or the price? 

Mr. Pratt. No; they have simply made the same statement that 
they about ruined them. This Mr. Stern or Mr. Abram would be 
a perfectly willing witness, if you want to have him down. 

Senator McNary. They made the statement to you ? 

Mr. Pratt. Yes; they sent for me to come down and see them, and 
they knew — ^they made the statement to me — ^this is all informal 
now, and not omcial, please — ^that one of their principal bookkeep- 
ers and accountants had furnished to them confidential information 
which, if given out publicly, would jail this Grottesman crowd with- 
out doubt; that they keep a duplicate set of books, and have not 
made proper tax returns. 
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Senator Walsh. What is the name of that bookkeeper; do you 
know? 

Mr. Pratt. Mr. Stern could give it to you. 

Mr. Gefeall. Now, may I ask something? There seems to be 
great animosity between these concerns, but this is information we 
received. There may be a great deal of exaggeration on both sides, 
but that is the information we received, absolutely voluntarily. 

Mr. Pratt. Now, another man that would give you information 
regarding these people is Mr. Weinberger, president of the Grand 
Union Paper Box Co. 

Senator McNary. Do you know the tonnage or the price? 

Mr. Pratt. The only statement that I have got in connection with 
that — and I have not verified it — is that he practically ruined Mr. 
Weinberger financially — ^the Hudson people have. ' 

Senator Walsh. I would like to have your contract in the record. 
It is a very large contract. 

Mr. Pratt. We can give you a definite contract. 

Senator Walsh. Where is it? 

Mr. Pratt. Bight here. This is a copy. 

Senator Walsh. Insert it in the record. 

(The document referred to is here printed in full, as follows:) 

Newsprint Paper Contract, 

Hudson Trading CJo., 
18 East Forty-iirst Street, New York, December 11, 1919. 

The seller referred to in this contract is the Hudson Trading Co. and the 
purchaser is the Interstate Pulp & Paper Co., Grand Central Terminal 1050, 
New York City. 

Agreement. — The paper hereby sold by said seller and bought by said pur- 
chaser is to be used exclusively in the United States. 

Quantity. — ^One thousand tons. 

Quality. — Swedish Standard newsprint. 

Specifications.— Widths and proportion of rolls : 800 tons, 36i-inch roUs ; 200 
tons, ISi-inch rolls. 

Diameter of Rolls. — Approximately 30 inches. 

Basis of tveight.— 24: by 36 by 32 pounds, 500 sheets. 

Price. — Seven dollars forty cents per hundred pounds f. o. b. dock of arrival 
New York; duty paid, if any; gross weight for net and free and clear of all 
charges up to the time of delivery order is issued. Delivery order is to be 
issued when paper is delivered on dock New York. 

j'erms. — Five confirmed New York bankers 30 days letters of credit, with in- 
terest at 5 per cent, acceptance upon presentation of delivery order, invoices 
showing gross, tare and net of each roll. Each credit to cover up to 200 tons 
applying against each monthly shipment, beginning January up to May, in- 
clusive. Each credit shall expire end of second month succeeding contract 
month of shipment, provided shipment Is made according to contract from 

Scandinavia. 
Shipment. — Tw^o hundred tons monthly from Scandinavia, beginning January, 

1920. 

Remarks. — Three inch, including sulphite cores. 

Letters of credit for the full amount of the order shall be opened up imme- 
diately. This contract cancels all previous contracts with you. 

Conditions of sale.— This contract is subject to general conditions of sale 

printed on back hereof. 

Hudson Trading Co., 

By B. GoTTESMAN, Vice President. 

GENERAL CONDITIONS OF SALE. 

1. Basis of weight. — Five per cent over or under the contract basis of weight 
shall be considered good delivery. ^. „ . 

2. Delivery, — Five per cent over or under the contract tonnage shall be con- 
sidered good delivery. 
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8. Specifications. — ^The specifications of rolls or sheets mentioned in this 
contract are permanent, unless the seller agrees in writing to change. 

4. Shipments. — Each shipment under this contract is to be considered- as a 
separate contract, and default of one or more shipments shall not invalidate the 
rest of the contract. 

5. Cores. — Unless otherwise specified in this contract, iron cores shall be 
•charged to the purchaser at 3 cents per inch, and shall be returned promptly, 
freight prepaid ; and if received in good condition they shall be credited to the 
purchaser at invoice price. 

6. Packing. — ^The weight of roll newsprint paper shall be charged gross weight 
less only the weight of iron cores, and the weight of sheet newsprint paper 
shall be charged gross for net, including wrappers and cord. 

7. Damage in transit. — The delivery of a clean bill of lading to the purchaser 
shall create the presumption that at the point of origin the goods were in good 
-condition, and the purchaser assumes all risk and damage during transportation. 

8. Claims. — (a) No allowance shall be made for waste, damage, or paper left 
on cores. 

(6) Claims will not be considered by the seller except if made in writing 
within 10 days after arrival of the paper at destination and due opportunity has 
been given for investigation by the seller's own representative. No claims for 
labor nor involving consequential damages will be recognized. Paper must not 
l>e returned except by permission of the seller. 

9. Disputes. — All disputes and differences arising out of this contract shall be 
settled and finally determined in the city of New York by arbitration, in the 
following manner : 

Each party to this agreement shall appoint an arbitrator. If the two arbi- 
trators so appointed can not argee within a month after their appointment, they 
will select a third arbitrator to umpire. The decision in writing of the said 
three arbitrators or any two of them shall be final and shall be binding upon the 
parties thereto, who shall conform to and comply with said decision. If either 
party fails to appoint his arbitrator within 14 days' notice in writing requiring 
him to do so, the arbitrator appointed by the other shall act for both; his 
•decision in writing shall be final and binding upon both parties as if he had 
heen appointed by consent, and both parties hereto shall conform to and com- 
ply therewith. The cost of the arbitration is to be paid by the party in error 

10. Contingencies. — {a) In case the seller shall be unable and fail at any 
time to make and supply pending any contingency beyond his control, or the 
purchaser shall be unable and fail to take and use said paper in consequence of 
strikes, fire, flopd, explosion, lockouts, war, the acts of God, obstruction of navi- 
gation, delay at port of shipment, loss or detention at sea, the public enemy, 
drought, embargoes, combinations of workmen, or any other cause beyond the 
•control of either party thereto, the seller shall not be liable to the purchaser for 
failure to supply such paper, nor shall the purchaser be liable to the seller for 
failure to take such paper during the period of such disability, but shipments 
in transit must be accepted by the purchaser. 

(b) The seller or purchaser, as the case may be, shall give prompt written 
notice to the other party of the cause and commencement of such suspension, 
and also when it ceases to have effect, and deliveries shall be resumed as soon 
as practicable thereafter; but deliveries omitted during the period of suspension 
are to be considered as canceled and are not to be tendered by the seller or 
<lemanded by the purchaser at any time. 

11. Default or bankruptcy. — If the purchaser makes default in any payment 
on this contract or becomes financially embarrassed or insolvent, or if petition 
in bankruptcy shall be filed by or against him, the seller may, at his option, 
cancel further deliveries; but the purchaser shall be liable for all loss, damage, 
and injury sustained by the seller thereby. If the credit of the purchaser shall 
at any time in the judgment of the seller become impaired, the* seller shall have 
the right to require payment in advance. 

Senator Walsh. Who should we teummon from the Hudson Co. ? 
Mr. Gefeall. B. Gottesman. 

Senator Walsh. What is his position with this company? 
Mr. Pratt. Vice president Hudson Trading Co., 18 East Forty- 
first Street, New York City. 



NEWSPRINT PAPER INDUSTRY. 



FRIDAY, MAY 14, 19^0. 

United States Senate, 
Subcommittee on Manufactures, 

^ Washington^ D, C^ 

executive session. 

The subcommittee convened in executive session at 10.45 a, m- 
Present: Senators Walsh of Massachusetts and McNary-. 

STATEMEUT 07 MB. SATJL OOTTBBMAir. 

(The witness was duly sworn by Senat* McNary.) • 

Senator McNart. Mr. Gottesman, in what business are vou en- 
gaged, and where ? 

Mr. Gottesman. We are engaged in the import and export busi- 
ness, in 18 East Forty-first Street, New York City. 

Senator McNary. That is, of newsprint paper ? 

Mr. Gottes3iax. Particularly newsprint paper and its associated 
products. 

Senator McNary. How long have you been engaged in that busi- 
ness ? 

Mr. Gon^ESMAN. I have been engaged in that business for seven or 
eight years. 

Senator Walsh. You mean the newsprint paper business? 

Mr. GoiTESMAN. Well, and its allied lines. 

Senator McNary. This inquiry is limited to newsprint paper. It 
is confidential, and is not for the public ; and what you say here or 
the statements that you may make will be preserved, and you will be 
protected, so that no injury will follow from your testimony. 

Now, what have you to say about newsprint paper? How long- 
have you been engaged in handling newsprint paper ? 

Mr. Gottesman. We have been actually engaged in handling news- 
print since last September. 

Senator McNary. That is, September, 1919 ? 

Mr. Gottesman. Yes. 

Senator McNary. Under what name do you conduct that business t 

Mr. Gottesman. The Hudson Trading Co. 

Senator McNary. Is that a corporation ? 

Mr. Gottesman. Yes, sir. 

160 
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Senator McNary. What is the capital stock of that corporation ? 

Mr. GoTTESMAN. $1,050,000. 

Senator McNary. Is there any surplus ? 

Mr. GoTTESMAN. The surplus at the time of our last statement was 
$17,000. I will not be exact about that figure, but that is approxi- 
mate. 

Senator Walsh. When was that company incorporated? 

Mr. GoTTESMAN. 1911. 

Senator Walsh. Ha^ the capital stock ever been increased ? 

Mr. GoTTESMAN. Ycs. 

Senator Walsh. What was the original capitalization? 

Mr. GoTTESMAN. The original capitalization was $50,000. 

Senator Walsh. And when was it increased ? 

Mr. GoTTESMAN. Well, I am not familiar with those details, 
Senator. 

Senator Walsh. When was the last time it was increased ? 

Mr. GoTTESMAN. The last time it was increased — you see, I entered 
the firm in September, and at that time its capitalization was 
$1,050,000. 

Senator McNary. And you entered the concern in September of last 
year? 

Mr. GoTTESMAN. Ycs. 

Senator McNary. You had been working for the firm before that, 
had you not ? 

Mr. GoTTDSMAN. No ; I had been a member of a firm of wood-pulp 
importers. 

Senator McNary. Who owns most of the s^ock in this Hudson 
Trading Co. ? 

Mr. GoTTESMAN. ]VW father, my brother, and myself. 

Senator McNary. The fact is that the family owns the whole of 
the capital stock? 

Mr. GoTTESMAN. Ycs. 

Senator McNary. And that consisted of your father and your 
brother 

Mr. GoTTESMAN. Ycs. 

Senator McNary (continuing). Up to September of last year? 

Mr. GoTTESMAN. Yes. 

Senator McNary. And since that time you have owned a consider- 
able portion of the capital stock, have you ? 

Mr. GoTTESMAN. Yes ; since that time I have acquired an interest 
in the company. 

Senator McNary. What proportion of the capital stock have you, 
and what proportion has your brother ? 

Mr. GoTTESMAN. I owu about $50,000, and my two brothers own a 
corresponding amount, and my father owns the balance. 

Senator McNary. Was this stock given to you, or did you pay 

cash for it ? 

Mr. GoTTESMAN. I paid cash for part of it, and part of it was given 

to me. 

Senator McNary. What proportion did you pay for ? 

Mr. GoTTESMAN. I paid cash for $30,000 of it. 

Senator McNary. And $20,000 was a gift? 

Mr. GoTTESMAN. $20,000 was a gift, in consideration of the efforts 
we put into the business ; that is to say, it is sort of a bonus. 

14983—20 11 
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Senator McNary. You are the manager ? 

Mr. GoTTESMAN. I am first vice president of the company. 

Senator McNary. This gift of $20,000 or $17,000--which was it? 

Mr. GoTTESMAN. $20,000 ; about that. 

Senator McNary. This gift of $20/)00 to you was received as a 
bonus before you had performed any service for the corporation, 
was it not ? 

Mr. GoTTESMAN. No. 

Senator McNary. When was that given to you ? 

Mr. GoTTESMAN. You see, I have been abroad for five months, and 
this stock was given to me in my absence. That is to say, it was 
apportioned between the three brothers during my absence, during 
the month of January. 

Senator McNary. But what service had you rendered to the com- 
panv to justify this bonus? 

Mr. GoTTESMAN. Well, I had gone abroad, and I had bought 3,500 
tons of newsprint. 

Senator McNary. That is the paper that you bought in Sweden? 

Mr. GoTTESMAN. Ycs. 

Senator McNary. So that the company, in order to show its ap- 
preciation of the skill you employed or exhibited in the purchase of 
this paper, gave you a bonus of $20,000 of capital stock? 

Mr. GoTTESMAN. I wiU not say that. 

Senatr McNary. What will you say? 

Mr. GoTTESMAN. I will say that the three of us — ^three brothers — 
we do not receive any salaries in our business. 

Senator McNary. .You receive no salaries? 

Mr. GoTTESMAN. No. 

Senator McNary. You do not expect to receive any in the future? 
Mr. GoTTESMAN. Oh, no; but at present we receive no salaries. 
Senator McNary. The $20,000 that you received as a bonus car- 
ries you through this year; is that the idea? 

Mr. GOTTESMAN. No. 

Senator McNary. Well, tell me frankly why the bonus, and what 
is your salary at this time ? 

Mr. GoTTESMAN. I rcccivc no salary. 

Senator Walsh. Do you receive a commission ? 

Mr. GoTTESMAN. It is not a commission, either. I receive a com- 
mission — that is to say, the business is apportioned. You see, it 
is a family business and it is apportioned to this extent: There 
are three boys in the family, and on the merchandise accounts we 
receive each 15 per cent of the net profits on the merchandise ac- 
counts. That is supposed to constitute our earnings. 

Senator McNary. What has that been since you entered the firm? 

Mr. GoTTESMAN. Last year we operated at a very small profit. 

Senator Walsh. That is, 1919? 

Mr. GoTTESMAN. Ycs ; that profit being about $2,000. 

Senator McNary. On the capital — on the whole investment? 

Mr. GoTTESMAN. Exactly. 

Senator McNary. Did any money go into surplus? 

Mr. GoTTESMAN. About $17,000. 

Senator McNary. You are speaking of net profit that was dis- 
tributed in the form of dividends ? 

Mr. GoTi'ESMAN. No ; there were no declared dividends. 
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Senator McNart. Well, it was practically the same thing. You 
are speaking of net profits now ? 

Mr. GoTTESMAN. I am speaking of my income. 

Senator McNart. Your's or the firm's ? 

Mr. GoTTESMAN. The firm's. 

Senator McNary. Well, you said $2,000? 

Mr. GoTTESMAN. Ycs. 

Senator McNary. What salary did your father receive out of the 
gross earnings? 

Mr. GoTTESMAN. Ten thousand dollars. 

Senator McNary. And what salary did your brother receive? 

Mr. GoTTESMAN. Noue. 

Senator McNary. Did neither of them receive any? 

Mr. GoTTESMAN. No. 

Senator McNary. Did they receive any bonus? 

Mr. GoTTESMAN. No. 

Senator McNary. What compensation, in fact, did they receive 
for their services? 

Mr. GoTTESMAN. Fifteen per cent of the net profits on the mer- 
chandise account, which was about $1,700. 

Senator Walsh. Each one, or together ? 

Mr. GoTTESMAN. Each one. 

Senator Walsh. One thousand seven hundred dollars each? 

Mr. GoTTESMAN. Yes. 

Senator McNary. Or 15 per cent of $1,700? 

Mr. GoTTESMAN. One thousand seven hundred dollars is equivalent 
to 15 per cent of the profits on the merchandise account. 

Senator McNary. Then you brothers received $1,700 for 1919 as 
their compensation? 

Mr. GoTTESMAN. Ycs. • 

Senator McNary. And that alone? 
• Mr. GoTTESMAN. Ycs. 

Senator McNary. And your father received $10,000? 

Mr. GoTTESMAN. Ycs. 

Senator McNary. And the net profits were $2,000? 

Mr. GoTTESMAN. Yes. 

Senator McNary*. Now, what money have you received in addition 
to the bonus since January of this year? 

Mr. GoTTESMAN. Noue. 

Senator McNary. What did you receive from September of last 
year until January of this j^ear, out of the firm? 

Mr. GoTTESMAN. I was traveling most of that time. I did not re- 
ceive any compensation at all. 

Senator McNary. And this money that was given to you in the 
form of a bonus, was given to you when you were away ? 

Mr. GoiTESMAN. Given while I was away ; yes. 

Senator McNary. And your brothers received like sums? 

Mr. GoTTESMAN. Yes. 

Senator McNary. How much stock has been issued of the capitaL 
ization of $1,050,000? 

Mr. GoTTESMAN. Approximately $900,000. 

Senator McNary. And if you received $20,000 in the way of a 
bonus, and your brothers received a like amount 

Mr. GoTTESMAN (intcrposing). Yes. 
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Senator McNary (continuing). That would be $60,000 in bonuses? 

Mr. GoTTESMAN. Ycs. • 

Senator McNary. From where did that money come? 

Mr. GoTTESMAN. We paid in those bonuses with notes — ^with our 
individual notes ; and these notes were to be paid off with the divi- 
dends against these stocks to be issued. 

Seantor Walsh. How much did vou pay in? 

Mr. GoTTESMAN. I havc paid in $30,000 on my capital stock. 

Senator Walsh. Where did you get that $30,000 ? 

Mr. GoTTESMAN. That was my share in M. Gottesman & Co. 

Senator Walsh. That is some other company? 

Mr. Gottesman. Yes. 

Senator Walsh. What kind of a company was that? 

Mr. Gottesman. They were importers of wood pulp. 

Senator Walsh. And was your family interested in that? 

Mr. Gottesman. Yes. 

Senator Walsh. And your share of the earnings from that com- 
pany during how many years was $30,000 ? 

Mr. Gottesman. Well, from 1913 or 1914; I do not remember ex- 
actly which. 

Senator Walsh. Up to when? 

Mr. Gottesman. Up to last year — September, 1919. 

Senator McNary. What time were you over in Sweden looking into 
the wood-pulp business ? 

Mr. Gottesman. From November, 1919, until March 23. 

Senator MoNary. Of this year? 

Mr. Gottesman. Of this year. 

Senator McNary. During that time you were in Sweden looking 
into this wood-pulp situation? 

Mr. Gottesman. Looking into the wood-'pulp situation and paper 
situation ; yes. 

Senator McNary. How many tons of wood pulp and newsprint 
paper did you buy ? 

Mr. Gottesman. I bought 3,500 tons of newsprint, approximately. 
It is very hard to say exactly. 

Senator McNary. Three thousand jRve hundred tons? 

Mr. Gottesman. Well, about 3,300 tons. 

Senator McNary. Is that all that you bought ? 

Mr. Gottesman. Yes. 

Senator McNary. Did you contract for any more? 

Mr. Gottesman. No, sir. 

Senator McNary. Did you buy any other kind of paper ? 

Mr. Gottesman. There was some glassine paper. 

Senator McNary. What is that used for? 

Mr. Gottesman. For wrapping, you know. 

Senator McNary. How much of that did you buy ? 

Mr. Gottesman. Oh, about 50 or 60 tons. It was not a large 
amount. 

Senator MoNary. Do those two figures include all the paper in any 
form that you bought in Sweden, Norway, or in any part of Europe? 

Mr. Gottesman. Yes, sir. 

Senator McNary. Have you the bills of lading? 

Mr. Gottesman. Well, you see, I. have got here what the Senator 
asked from me yesterday — a list of our sales, and its cost price, and 
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the customers ; its size ; in fact, all the information ; and against that, 
as represented by the purchases I made in Sweden. [Handing papers 
to Senator McNary.] 

Senator Walsh. All this is Swedish paper? 

Mr. GoTTESMAN. Ycs, sir. 

Senator McNary. The paper that you have shown to Senator 
Walsh and myself we will designate as " Exhibit No. 1." 

(The paper referred to is here printed in full, as follows :) 

GOTTESMAN EXHIBIT No. 1. 

Hudson Trading Co., domestic newsprint paper contracts. 



Date. 



Dec. 8,1919 

Dec. 11,1919 

Dec. 19,1919 
Diec. 29,191» 

Jan. 19,ig2& 
Jan. 23,1920 

Feb. 28,1920 
liar. 6,1920 

Mar. 10,1920 

Do 

Mar. 18,1920 
Do 



Iter. 22,1920 

Mar. 24,1920 

Apr. 6, 1920 

Apr. 13,1920 

Apr. 30,1920 

May 5,192» 

May 6,1920 

May 8, 1920 



Customer and address. 



Washington Post, Washington, 
D. C. 

(Interstate Pulp & Paper Co., 
\ New York aty. 

Times-Pica3rune, New Orleans. . . 

Bitentate Pulp & Paper Go., 
New York City. 



Quan- 
tity 
in 
tons. 



K 



.do. 
.do. 



Minnesota Daily Star, Minne- 
apolis, Minn. 

Washington Post, Washingtoi^ 
D. G. 

Hartford Post Publislong Co., 
Hartford, Conn. 

Coy-Hunt & Co., New York City. 

Houston Chronicle, Houston. Tex. 

Minnesota Daily Star, Mbme- 
apolis, Minn. 

HudBOQ OlMerver, Hohoken, TX. J. 

Despatch Printing Co., Colum- 
bus, Ohio. 

Newburgh Daily News, New- 
burrfi, N.Y. 

New York Globe^ New York City. 

Minnesota Daily Star (2), Minne- 
apolis, Minn. 

n jProareaso Italo Amesioano, 
New York City. 

....do 

Springfield Union Publishing Co., 
Spimgfield, Mass. 



100 

000 

600 
200 

500 
225 

95 
250 

5 

30 

25 

, 35 

loe 

25 
25 

25 

135 

} -{ 

16 
25 



Size. 



Ifiches. 
72^ 

^? 
^? 

73 
73 



0) 
T2i 

54^ 

36^ 
71 

m 



Price. 



$7.50 



3^ 

NOV 

0) 




54i 

7: 
71 



} 



40 



7.50 
7.50 

8.00 
8.40 

10.00 
10.00 

11.00 

11.00 
H.OO 
11.09 

11.25 
11.00 

12.00 

laoo 

13.50 

13.60 

13.50 
12.50 



F. 0. b. 
at— 



New York, 



..do , 

/New Or- 
\ leans. 
New York 



...do. 
...do. 

...do. 



Baltimore 
or New 
York. 

New York 

...do.. ... 

...do 

...do 

. . .do.-. . .. 
...do 

> . .QO. .... 

...do 

...do 

...do 

...do 

...do 



Shipment from 
abroad 



March, April. 

'200 tons monthly, 
beginning Janu- 
. ary-May. 

April, May, June. 

100 tons, January; 
100 tons, Febra- 
ary. 

May-Jime, our op- 
tion. 

75 tons monthly 
ftam Scan(^a- 
via beginning 
April. 

Early March. 

June-July. 



Spot. 

Do. 
Do. 
Do. 

Do. 
D6. 

Do. 

Do. 
Do. 

Do. 

Do. 
Do. 



1 Various. 

Note.— Shipments termed ''spot'' mean paper on dock or due for near arrival. 
Purchases: Hohnens Bruks och Fabuks a/B. apiuroximate 3,000 tons, at 560 Swedish kroner f. o. b. 
Ualsia, Sweden; Fiskeby Fabulm, a/B. approximate 300 tons, at 580 Swedish kroner f. o. b. Stockhohn. 

Senator MoNary. That statement does not iq)ecify the price which 
you paid for the newsprint puchased — r 

Mr. GoTTESMAN (intepposing). If you will pard(m me^ there is an- 
other sheet attached to that, in which the purchitses are shown. I 
just made two purchases there. 

Senator McNary. The purchase of 3,000 tons of newsprint paper 
was from what concern? 
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Mr. GoTTESMAN. Holmens Bruks och Fabriks, Halstavik, Swedea 

Senator McNary. Approximately 3,000 tons, as specified here, was 
purchased at what price? 

Mr. GoTTESMAN. At 560 kroner — Swedish kroner — f. o. b. Hal- 
stavik. 

Senator Walsh. What does that amount to in American money? 

Mr. GoTTESMAN. That is a very hard thing to define in American 
money, because there are quite a few elements to be considered when 
you buy in Swedish kroner. 

Senator McNary. That is true, but you know how much American 
money it took to pay for this paper? 

Mr. GoTTESMAN. All of that paper has not been shipped ; and, con- 
sequently, the elements entering into the price there are all dependent 
upon just what the exchange will be and upon what ocean freights 
will be and just what the shipping situation will be alsa. 

Senator Walsh. So you can not translate 560 Swedish kroners into 
American money? 

Mr. GoTTESMAN. Ycs ; I can. 

Senator Walsh. All right, what is it? 

Mr. GoTTESMAN. Approximately 7 cents a pound. 

Senator Walsh. Approximately 7 cents a pound? 

Mr. GoTTESMAN. Well, that is c. i. f. New York, including the 
freight charges, including the conversion into foreign money, and in- 
cludmg the possibility of having to pay higher freight, as a 
result 

Senator Walsh (interposing). I did not ask you that. I asked you 
to translate what 560 Swedish kroner means in American money. I 
did not ask you to include freight rates, or the cost of exchange, etc. 

Mr. GoTTESMAN. If you will permit me, I will just make a note of 
that. 

Senator Walsh. Have we got to go to the trouble of calling up a 
bank or can you not tell us ? 

Mt. GoTTESMAN. I cau tcU you in a moment. 

Senator Walsh. Of course, you have had expenses of carta£:e and 
•freightage. ^ 

IVfi*. GoTTESMAN. Exactlv. 

Senator Walsh. What does that amount to in American money — 
660 Swedish kroner? 

Mr. GoTTESMAN. Five hundred and sixty kroner f. o. b. Halstavik; 
that amounts to $117.60 per ton of 2,240 pounds. 

Senator MoNaky. That is a long ton? 

Mr. GoTTESMAN. Yes. 

Senator Walsh. How much is that a pound, please? 

Mr. GoTTESMAN. Five and thirty-five hundredths cents. 

Senator McNart. Following Senator Walsh's request for a trans- 
lation of this Swedish money into American money, then, you paid 
in Sweden approximately $5.35 a hundred pounds for this newsprint 
paper? 

Mr. GoTTESMAN. Yes. 

Senator MoNabt. Is that true? 

Mr. GoTTESMAN. Yes, sir. 

Senator. MoNast. Was the 3,000 tons all bought on that basis? 

Mr. GoTTESMAN. Three thousand tons? 

Senator MoNary. Yes, 
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Mr. GoTTESMAN. On that basis and also on the basis of 580 kroner 
f . o. b. Stockhohn. 

Senator MoNary. You bought from this Swedish company this 
3,000 tons of newsprint at approximately $5.35 per hundred pounds? 

Mr. GorassMAN. Yes. 

Senator McNary. Now, that was the original cost of this paper? 

Mr. Gk)TTE8MAN. Yes. 

Senator McNary. And then you had to pay the transportation from 
the mill to the nearest port? 

Mr. GoTTESMAN. Yes ; that is correct. 

Senator McNary. And then you had to pay the cost of transship- 
ment to New York and the cartage from the docks to your warehouse 
in that city; is that true? 

Mr. GoTTESMAN. If you will permit me I will trace the shipment. 

Senator McNary. Very well. 

Mr. tGoTTESMAN. You see, Halstavik is a port quite a few hundred 
miles above Stockholm, which is frozen up for several months in 
the winter. 

Senator McNary. Is Stockholm where this mill was located? 

Mr. GoTTESMAN. No ; it is located atJIalstavik. For some six 
months in the year boats do not go to Halstavik ; that is, during 
January, February, and March, when navigation is closed, and the 
paper is brought down by rail from Halstavik to Stockholm. From 
Stockholm it is then transshipped either by American boats or by 
Swedish boats, the rates on the American boats being a whole lot 
lower than the Swedish boats ; but the American boats are very un- 
reliable, so far as concerns sailings, etc. Then there is the ocean 
freight to be considered from Stockholm to New York. Most of 
our paper is sold f . o. b. dock. New York, or at the port of entry. 
In one particular case, to a southern paper, it is sold delivered in 
New Orleans. 

Senator McNary. How much of this 3,300 tons purchased by you 
has reached New York? 

Mr. GoTTESMAN. About a thousand tons. 

Senator McNary. Then you have only received in New York on 
the contract for 3,300 ton^ of newsprint paper about 1,000 tons? 

Mr. GoTTESMAN. Ycs, sir. 

Senator McNary. What has that cost you, on an average, taking 
into conrsideration the cost price and the transportation? What has 
it cost you per pound laid down in New York? 

Mr. GoTTESMAN. 6.75 to 7 cents per pound. 

Senator McNary. What was the reason for the delay in the ship- 
ment of the balance of 2,300 tons? 

Mr. GoTTESMAN. Bccausc that was specified for shipment in the 
months of April, May, and June. 

Senator McNary. Are they keeping up their contract so far as 
shipments are concerned? 

Mr. GoTTESMAN. The mill? 

Senator McNary. Yes. 

Mr. GoTTESMAN. Ycs. 

Senator McNary. Now, does the record that you have submitted 
here show to whom this 1,000 tons that has been received here has 
been sold? 
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Mr. GoTTESMAN. No; that would not show to whom we have actu- 
ally delivered that 1,000 tons; but I believe I could check them off 
for you. 

Senator McNary. I am again calling your attention to Exhibit 
No. 1, which shows the dates, the customers and their addresses, the 
quantities, and the prices of newsprint paper which you have sold to 
various customers. Does that include only shipments from abroad, 
meaning the newsprint paper that you purchased in Sweden? 

Mr. GoTTESMAN. Ycs, sir. 

Senator McNary. Only 1,000 tons of which has been received at 
the docks in New York? 

Mr. GoTTESBfAN. Ycs, sir. 

Senator MgNary. Or elsewhere ? 

Mr. GoTTESMAN. Yes, sir. 

Senator McNary. And the prices given indicate the prices at 
which you have sold this paper to various customers in America ; is 
that true? 

Mr. GoTTESMAN. Exactly ; yes, sir. 

Senator McNary. I think that you perhaps are mistaken in this : 
You have considerably more paper specified here in tons than you 
have delivered. Does this schedule include sales that you have made 
and delivered, or does it include sales where deliveries have not been 
made? 

Mr. GoTTESMAN. It includes sales where deliveries have been 
made. 

Senator McNary. Have been made ? 

Mr. GoTTESMAN. Ycs. 

Senator McNary. Then, if that is true, you have stated here that 
on the 11th day of December, 1919, you sold to the Interstate Pulp A 
Paper Co., of New York, 1,000 tons at $7.40 a hundred. Now, 200 
tons of that has been delivered, has it ? 

Mr. GoTTESMAN. Yes ; 200 tons of that 

Senator McNary (interposing). Were delivered to the Interstate 
Pulp & Paper Co. ? 

Mr. GoTTESiMAN. YcS. 

Senator McNary. When was that delivery made? 

Mr. GoTTESMAN. In February or the early part of March. 

Senator McNary. And there are 800 more tons on order to be de- 
livered ? 

Mr. GoTTESMAN. Ycs. 

Senator McNary. Between January and May? 

Mr. GoTTESMAN. For shipment from Scandinavia in January — 
from January to May. 

Senator McNary. Has that delivery been made? 

Mr. GoTTESMAN. The shipment from Scandinavia ? 

Senator McNary. Has any more than 200 tons been shipped to this 
Interstate Pulp & Paper Co. ? 

Mr. GoTTESMAN. I believc that is all they received — ^that is, 200 tons 
on their contract. 

Senator McNary. Is there any other paper that has been received 
that belonged to that order ? 

Mr. GoTTESMAN. No. 

Senator McNary. Is that one order that you intend to fill as soon 
as the paper arrives? 
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Mr. GoTTESMAN. There is at present a breach of relations between 
the Interstate Pulp & Paper Co. and my firm ; in fact, the matter is 
now in the hands of counsel. 

Senator McNary. There is a lawsuit pending? 

Mr. GoTTESMAN. There is. 

Senator McNary. Upon the theory that you have failed to deliver 
under the contract ? 

Mr. GoTTESMAN. Upou that theory ; yes. 

Senator McNary. And what is your defense to that ? 

Mr. GoTTESMAN. Well, our defense to that is this: that that con- 
tract was not canceled by us. That is to say, the point in litigation is 
the January shipment. In January, owing to a contingency beyond 
our control 

Senator McNary (interposing). What was that contingency? 

Mr. GoTTESMAN. Thc detention at the port for repairs of the steam- 
ship in Stockholm, and we were unable to effect shipment from Stock- 
holm in the month of January, and the credits which the Interstate 
Pulp & Paper Co. provided for under our contract specified that ship- 
ment was to be made during the month of January. Consequently, 
we at various times wrote the Interstate people and asked them to 
please extend the shipping time under the contract' and make the 
necessary arrangements with the bank. This they failed to do, and, 
consequently, this was automatically canceled. 

Senator licNARY. By you? 

Mr. GoTTESMAN. Under the prcrvisions of the contract this was 
canceled. 

Senator McNary. By your company ? 

Mr. GoTTESMAN. Their failure to make proper arrangement with 
the bank upon our repeated request left us no other alternative but 
to consider them canceled. 

Senator McNary. I am not interested in anyone's personal affairs, 
nor is this committee; but it has been shown here in the evidence 
taken that a number of country papers have bought, from this Inter- 
state Pulp & Paper Co. against their contract with you for this 
Swedish paper, and they have been unable to get the paper through 
these people on account of your nondelivery ; so it is working a hard- 
ship on a number or a great many of the smaller newspapers by rea- 
son of this litigation between you and the Interstate people. Now, 
did you 'not know, in fact, that when that contract was made for a 
thousand tons with the Interstate Pulp & Paper Co. that they sold 
this paper immediately to the press of the country? 

Mr. GoTTESMAN. I do not believe we knew what disposition they 
had made of this paper. In fact, as the question is being asked me, 
at the time when tnis paper was sold I happened to be in Sweden. 

Senator McNary. What was asked? 

Mr. GoTTESMAN. When this paper was sold to the Interstate Co. 

I^enator McNary. Now, you have not anything here to indicate 
when you received this paper? 

Mr. GOTTESHAN. No. 

Senator McNary. I would like to have you furnish the oommittee 
with the dates — you have given us the quantity — a thousand tons; 
but we want now the dates when this paper arriwd in the citj of 
New York, Brooklyn, or elsewhere in this country. It may appear, 
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after our investigation of this, that you have received sufficient ton- 
nage to have made deliveries to this company, so that they could have 
made deliveries to the country press ; and that is the point that con- 
cerns this committee only; not any liti^tion between ^ou people 
at all or profits that might arise from the performance or nonper- 
formance of the contract. 

Sen^-tor Walsh. How much newsprint paper did you have on hand 
when you came into the firm in September, 1919 ? 

Mr. GoTTESMAN. I do not believe any. 

Senator Walsh. None? 

Mr. GOTTESMAN. No. 

Senator Walsh. Can you give us the dates and the amounts of any 
newsprint paper that you received from any concern in America, 
or from any ship that brought newsprint paper to you from Europe, 
up to the present time? Can you give us that? 

Mr. GoTTESMAN. I cau get that for you. I will be glad to do so. 

Senator Walsh. Now, did you negotiate for the sale of any news- 
print paper that was not billed to you, but which went directly to 
the purchaser through your agency? Do you see what I mean? 

Mr. GoTTESMAN. No ; I do not understand your question. 

Senator Walsh. Do you buy all the paper and resell it or do you 
sometimes act as broker? 

Mr. GoTTESMAN. We only act as principal. 

Senator Walsh. Have you any idea of the total number of tons 
you have purchased since Septenlber 1 up to the present time, both 
m America and in Sweden? 

Mr. GoTTESMAN. That includes everything. 

Senator Walsh. This includes everjiihing? 

Mr. GoTTESMAN. Yes. 

Senator Walsh. You have not named anybody from whom you 
received paper, except the Swedish supply? 

Mr. GoTTESMAN. Exactly. We have bought no American paper. 

Senator McNary. How much of the 3,300 tons of newsprint paper 
purchased by your company in Sweden has been sold on written con- 
tract ? 

Mr. GoTTESMAN. Sold under written contract? 

Senator McNary. Yes. 

Mr. GoTTESMAN. Pretty nearly all of it. 

Senator Walsh. Where are tnose contracts? 

Mr. GoTTESMAN. I do not have them here. I can get them for 
you. 

Senator Walsh. We asked you to bring them. 

Senator McNary. We would like to have you specify exactly the 
quantities sold," the dates, and the prices at which the product was 
sold. 

Senator Walsh. You had better make a memorandum of that. 

Mr. GoTTESMAN. Ycs. 

Senator McNary. It appears from this exhibit that the first sale 
was made to the Washington Post, 100 tons, at $7.50 per 100. 
That was on the 8th of December last year. That shipment was 
made, was it— delivery of that was made? 

Mr. GoTTESMAN, I think delivery is being made now of that. 
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Senator McNary. The next was to the Interstate Pulp & Paper 
Co. on the 11th day of December, at $7.40 per 100, which was the 
lowest price of any of the paper that was sold? 

Mr. GoTTESMAN. Ycs. 

Senator McNary. And 200 tons of that only has been delivered? 

Mr. GoTTESMAN. If I remember, that is correct, but I am not cer- 
tain of that. If I appear again, I will bring you the exact figures 
against the Interstate contract. 

Senator McNary. Then on the 19th of that same month you sold 
to the Times-Picayune, of New Orleans, 600 tons at $7.50. Have 
you m^de delivery under that contract? 

Mr. GoTTESMAN. We have not. We have not been required to 
under the terms of the contract. 

Senator McNary. You have not been required to make delivery 
on that ? 

Mr. GoTTESMAN. No; that shipment will go forward this month. 

Senator McNary. So there is no controversy over that? 

Mr. GOTTESMAN. No. 

Senator McNary. And your intention is to fulfill that contract? 

Mr. GoTTESMAN. Absolutcly. 

Senator McNary. Then, on the 29th of December you sold to 
the Interstate Pulp & Paper Co., 200 tons at $7.60. Is there any 
controversy over that ? 

Mr. GoTTESMAN. What shipment is that ? 

Senator McNary. That is 200 tons. 

Mr. GoTTESMAN. For what shipment? 

Senator McNary. One hundred tons in January and 100 tons in 
February. Has that been delivered? 

Mr. (jottesman. To which contract are you referring. Senator? 

Senator McNary. I read to you distinctly — ^the 29th of December 
last year you sold the Interstate Pulp & Paper Co. 200 tons at $7.50 — 
100 tons to be delivered in January and 100 tons in February. 
Have you made any deliveries under that contract ? 

Mr. GoTTESMAN. I bcUeve that is under controversy also. 

Senator McNary. That is under controversy also? 

Mr. GoTTESMAN. I bclievc so. 

Senator McNary. Now, what was the controversy" over ? 

Mr. GoTTESMAN. Oh, that is intertwined with the 200 tons in liti- 
gation. 

Senator McNary. It would appear to a casual observer of this 
exhibit that the 200 tons you delivered should be credited to that 
contract and not to the larger contract of 1,000 tons. You sold the 
same people on the 19th of January 500 tons at 8 cents a pound. 
Is that contract in controversy? 

Mr. GoTTESMAN. No. 

Senator McNary. Is that contract in process of execution? 

Mr. GoTTESMAN. Yes. 

Senator McNary. Do you intend to deliver that to them? 

Mr. GoTTESMAN. Yes. 

Senator McNary. Has any part of it been delivered ? 

Mr. GoTTESMAN. No. 

Senator McNary. Why is not that involved as are the others? 
Mr. GoTTESMAN. Bccausc there is no question concerning it. 
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Senator McNary. Then, on the 23d of the same month you sold 
to the same company 225 tons at $8.40, 7o tons from Scandinavia, 
beginning in April of this year. Has any delivery been made on 
that contract? 

Mr. GOTTESMAN. No. 

Senator McNary. Is there any controversy existing with regard 
to that ? 

Mr. GoTTESMAN. No. 

Senator McNary. Do you intend to perform under that contract? 

Mr. Gottesmax. Yes. 

Senator McNary. Then you sold the Minnesota Daily Star 95 tons 
at 10 cents — and there was a jump of 1 cent and 60 points per pound. 
Has delivery been made of that paper? 

Mr. Gottesman. Yes. 

Senator McNary. All of it ? 

Mr. GoTTESMAN. Ycs. 

Senator McNary. Then you sold to the Washington Post, on the 
5th of March, 250 tons at 10 cents a pound. Has any delivery been 
made under that ? 

Mr. GoTTESMAN. That is for shipment in June and July. 

Senator McNary. And there is no controversy on that? 

Mr. GOTTBSMAN. No. 

Senator McNary. I do not want to go through the names of all 
these papers or companies. .It appears precisely in the schedule or 
the exhibit, but it is apparent that commencing with the 11th of 
December, 1919, when you sold under contract paper at $7.40 per 
100 pounds that practically each subsequent sale, with only a few 
days intervening, an increased price was asked, until your price sales 
on the 6th day of May of this year reached 13| cents a pound. Is not 
that true ? 

Mr. GoTTESMAN. Yes, sir. 

Senator McNary. So over a period of less than six months you 
have raised the price of this paper from $7.40 a hundred pounds to 
$13.50 a hundred pounds, a clear gain of 6.1 cents per pound ; that 
is true, is it not ? 

Mr. GoTTESMAN. Ycs, sir. 

Senator Walsh. And all the paper he has had has cost him the 
same price. 

Senator McNary. That is, according to his statement ; yes. Now, 
can you tell this committee why you S)und it necessary to take this 
enormous profit on this paper which cost you approximately 5.35 
cents a pound in Sweden and laid down in New York at 6.75 cents 
a pound? 

Mr. GoTTESMAN. On the small quantity that we have sold at these 
increased prices, which is about actually 20 per cent of the total 
amount of paper sold, you must consider. Senator, that this paper 
was bought last December, and at that time we were taking a three- 
fold speculation — a speculation of exchange, a speculation of the 
market, and a speculation of freights — and in ciMnpensation for that 
I do not think we have made exorbitant profits. 

Senator McNary. Well, now, let us get right down to figures here. 
You can give it now, and if you can not we would like to have a state- 
ment — but how much actual profit will you have made on this paper 
that was purchased in Sweden, consisting of 3,300 tons, after final 
sale and delivery is made? 
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Mr. GoTTESMAN. I wiU be abk to give you that after- 



Senator McNary (interposing). You can give it to me now. I 
can sit down and figure it out in 20 minutes, practically, from this 
schedule. 

Mr. GoTTESMAN. Well, we do not know what freights or what rate 
of exchange we will hav« to pay. 

Senator McNary. But you stated a while ago— I know these are 



only approximations- 
Mr. Gottesman. Yes. 

Senator McNary. But you stated that it would cost you 6.75 cents 
a pound in New York, and the purchase price is settled — ^6.35 cents 
a pound. Now, I have been all through with this merchant marine 
bill as a member of the committee, and have studied this freight 
situation from A to Z, and I know that freights have gone down 
perceptibly. You do not expect to pay a higher rate of freight, and 
your goods is not going to increase in cost one iota on that account ; 
in fact, you stand a very good chance to have a decrease on that score, 
and the only increase possibly is in the labor in handling the paper 
on the docks, which is infinitesimal. 

Mr. Gottesman. Permit me to say that we paid a lower freight in 
the month of February from Stockholm than we did in March, 
because of the peculiar situation existing concerning competition be- 
tween the Swedish and the American companies; and the Swedish 
companies charge us always 15 to 20 points a pound more than do the 
American companies. 

Senator McNary. Well, we want to be perfectly frank here, and 
we will have to have this worked out in some way for the purposes * 
of the inquiry. You and I can come to some common ground, I 
think, namely, that the freight is not going to make much difference 
in the ultimate profit to be derived from this investment. When 
you figured 6.75 cents you covered all the elements of freight and all 
the elements of the cost of production. ' Now, taking that as a basis — 
or even putting it at 7 cents, if you wish to — adding enough points 
to 6.75 to make it 7 cents, which is a generous allowance, then taking 
into consideration the contracts for this paper and the present market, 
what do you estimate your profit will be on the 3,300 tons of this 
Swedish paper? 

Mr. Gottesman. I would prefer to calculate that. 

Senator McNary. Well, I want you to calculate it. 

Mr. Gottesman. Yes ; before 1 say definitely what amount I think 
it will be, because from the inception of a transaction to its abso- 
lute finish there is many a slip twixt the cup and the lip. 

Senator McNary. Oh, I appreciate all those considerations. 

Mr. Gottesman. And you must also take into consideration that 
our source of supply is over 4,500 miles away. 

Senator McNary. But there is no use in going back to that propo- 
sition. That stuff comes to you, laid down in New York, at 6.75 cents 
a pound. There is no use going back to the source of supply. Now, 
the committee wants those figures, and if you can not give them to 
us now^ou can make a more accurate survey and produce them later. 

Mr. Gottesman. I can give you what it has cost us, but I do not 
know what the culmination or the finish of this transaction will be. 

Senator McNary. You have not even given it enough coivjern to 
estimate it ? 
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Mr. GoTTESMAN. I wiU estimate it. 

Senator McNary. Then you will please estimate it sufficiently 
accurately to satisfy our accountants here and supply us with it. Just 
make a note of that, please. 

Mr. GoTTESMAN. xes. 

Senator McNary. Now, going back to the Interstate Pulp & Paper 
Co., you have in controversy a thousand tons between you, and only 
a thousand tons under the two contracts. If you are able to save your- 
self from delivery on those contracts at $7.40 per 100 pounds and can 
sell at the present market, as shown by your last sale, at $13.50 a 
hundred pounds for newsprint paper, what will your profits be on 
that transaction ? Now, that is easy to figure, is it not ? 

Mr. GoTTESMAN. Yes ; it is very easy to figure. 

Senator McNary. All right. What is it? Take a thousand tons 
at, we will say, $7.50 a hundred pounds, although there are 200 tons 
only at $7.50, and you are selling at $13.50, and what will your profit 
be ? Just work that out. 

Mr, GoTTESMAN. It will be approximatelv $120 a ton on a thousand 
tons, which would be $120,000. 

Senator MoNary. How much t 

Mr. GoTTESMAN. This is all hypothetical. 

Senator McNary. Do not fill the record up with that stuff. We 
understand it without any argument. I just want the facts. Have 
you figured that correctly ? I do not figure it that way, in my mind. 

Mr. GoTTESMAN. Well, it will be a profit of $6.50 a hundred 
pounds. That is $120 a ton. Now, multiply that by a thousand and 
that would be $120,000. 

Senator McNary. So at the price of $13.50, if you are successful 
in your litigation with these people, just on a thousand tons your 
profit will be $120,000 ? Have you sold any of this paper at a sum in 
excess of $13.50 a hundred pounds? 

Mr. GoTTESMAN. No. 

. Senator McNary. How much have you left unsold and not under 
contract, excluding at the same time this controversy with the Inter- 
state Pulp & Paper Co. ? 

Mr. GoTTESMAN. Nonc. 

Senator McNary. Why did you, on the 6th day of this month, sell 
to II Progresso, an Italian- American newspaper, at $13.50 a hundred, 
and the day following to the Springfield Union Publishing Co., of 
Springfield, Mass., at $12.50 a hundred, which is 1 cent less a pound? 
Did the market decline that day ? 

Mr. GoTTESMAN. I am not familiar with that. Senator. I can not 
say the reason why that sale was made in that way. Do you want me 
to bring an explanation of that ? 

Senator McNary. No ; that is not very important. I just wondered 
why there was a downward trend in a day. 

Mr. GoTTESMAN. There has been a perceptible downward trend of 
the market. 

Senator McNary. That has not been the testimony here. The 
trend has been very considerably upward since last December — from 
about 4 points to 15 points. There have been some publishers who 
have been here who had paper contracted through the Interstate 
Pulp &^ Paper Co., and they have made a toll for their services which 
amounted to about a quarter of a cent per pound, and they have in- 
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sisted that some of this paper that was sold to this company and that 
moved to them has been sold at these very high figures — aroimd 11 to 
13^ cents. Now, what I want to know is if any of the shipments in 
controversy between the Interstate Pulp & Paper Co. and yourselves 
has gone to purchasers who have paid you a sum in excess of 10 cents 
a pound? 

Mr. GoTTERSMAN. Ycs, sir. 

Senator McNary. Then, how much of the paper that you had under 
contract with the Interstate Pulp & Paper Co. has moved to other 
purchasers ? 

Mr. GoTTERSMAN. I cau not give you the exact figures on that. 

Senator McNary. Well, approximate it. 

Mr. GoTTESMAN. Well, I would prefer to give you the exact figures 
on that. Senator. 

Senator McNary. Then you will supply them later? 

Mr. GoTTESMAN. Ycs. 

Senator McNary. Have you had any understanding with other 
companies — whether principal, broker, or jobber — concerning the 
price of newsprint paper? 

Mr. GoTTESMAN. No. 

Senator McNary. Has there been any general agreement or gen- 
tlemanly one, or otherwise, whereby prices are to be maintained or 
the spot market is to be controlled? 

Mr. GoTTESMAN. No, sir. 

Senator McNary. Briefly, what reason do you assign for the pres- 
ent extreme price of newsprint paper? 

Mr. GoTTESMAN. The excessive consumption by the publishers. 

Senator McNary. Well, has that been so tremendous since the 1st 
of January? 

Mr. GoTTESMAN. Ycs, sir. The shortage has become more acute 
as the result of that increased consumption, and matters have come 
to a head. 

Senator McNary. Have you gone into the newsprint paper busi- 
ness permanently, or simply as a side issue during these tremendous 
prices ? 

Mr. GoTTESMAN. Our company has always been in the newsprint 
business. 

Senator McNary. I understood, in the first part of your examina- 
tion, that you got into it last September? 

M^r. GoTTESMAN. Ycs ,* I got into it last September, but not the 
firm of the Hudson Trading Co. 

Senator McNary. I think that is all, as far as I am concerned. 
If you will supply that important data — and when may we expect it? 

Mr. GoTTESMAN. When do you want it. Senator ? 

Senator McNary. This is Friday. We would like to have it Mon- 
'day, and not later than Tuesday. 

Mr. GoTTESMAN. I wish you would make it Wednesday, if you can. 

Senator McNary. Very well. Now, Senator Walsh, have you any 
questions ? 

Senator Walsh. When do you expect the other 2,300 tons from 
Sweden ? 

Mr. GoTTESMAN. The paper was bought last December for ship- 
ment in January, February, and March and April, May, and June— ^ 
the bulk of the tonnage to come forward in April, May, and June. 
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Senator Walsh. Is that all contracted for ? 

Mr. GoTTESMAN. Yes. 

Senator Walsh. At what prices? 

Mr. GoTTESMAN. At these prices here. 

Senator Walsh. Does this include all of the 3,300 tons. 

Mr. GoTTESMAN. Ycs. 

Senator Walsh. And a good deal of it has not been delivered? 

Mr. GoTTESMAN. Yes. 

Senator Walsh. What is the highest price for which you have 
sold any newsprint paper up to the present time ? 

Mr. (jottesman. Fifteen and one-half. 

Senator Walsh. What is the highest price you have paid — 6.75 
at the wharf in New York ? 

Mr. Gottesman. Yes. 

Senator Walsh. Including the freight from Sweden. 

Mr. Gottesman. Yes. 

Senator Walsh. I do not think of anything else. 

Senator McNart. That will be all, if you will supply us with that 
information. 

Mr. Gottesman. Then, I will be here on Wednesday? 

Senator McNary. You need not come here. Just send it to the 
committee — to the Senate Committee on Manufactures, Hon. James 
A. Reed, chairman. 

Mr. Gottesman. What you want is the dates when the paper ar- 
rived in the United States? 

Senator McNart. Yes. 

Mr. Gottesman. And the contracts? 

Senator McNart. Yes. 

Senator Walsh. Yes ; we will send them back to you when we have 
examined them. 

Mr. Gottesman. You expect us to supply the amount we have 
made on this transaction ? 

Senator McNart. Having the purchase price in hand and the 
price of the transportation, and having it sold by contract, excepting 
that which is in controversy, it is going to be a very easy matter, is 
it not? 

Senator Walsh. We could figure it out ourselves, but we want to 
see if your figures agree with ours. 

Senator McNart. We want to know what the estimated profits will 
be on your purchases in Sweden. You have given us your expected 
profit on the Interstate Pulp & Paper Co. contract, provided you 
win your lawsuit, to be $120,000 profit on that bill alone, so you need 
not include that. We have that. 

Mr. Gottesman. All right. And the exact figures on the paper 
that arrived for the Interstate Paper Co. ? 

Senator McNart. Yes. 

Mr. Gottesman. Which we supplied to others? 

Senator McNart. Yes ; and the prices. 

Mr. Gottesman. Yes. 

Senator McNart. That will be all, thank you. 

Mr. Gottesman. Thank you very much. Senator. 

(The committee thereupon resumed its open session.) 
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